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104-82

104TH CONGRESS
SENATE

1st Session

CONCURRENT RESOLUTION ON THE BUDGET FOR FISCAL
YEAR 1996

May 15, 1995.—Ordered to be printed

Mr. DomENICI, from the Committee on the Budget,
submitted the following

REPORT
together with

ADDITIONAL AND MINORITY VIEWS

[To accompany S. Con. Res. 13]

The Committee on the Budget submits the following report, ac-
companying the Concurrent Resolution on the Budget and setting
forth the congressional budget for the United States Government
for fiscal years 1996, 1997, 1998, 1999, 2000, 2001, and 2002 pur-
suant to the Congressional Budget and Impoundment Control Act
of 1974 (Public Law 93-344).

I. INTRODUCTION AND OVERVIEW

The Committee’s reported Concurrent Resolution on the Budget
for Fiscal Year 1996 provides a fiscal blueprint that would for the
first time in three decades result in a balanced federal budget,
measured by a comprehensive accounting of all federal activities.?
The Committee’'s recommendations are based on the unequivocal

1During the Committee’s deliberations on the FY 1996 Concurrent Resolution a discussion of
budget concepts transpired. The Committee’s reported resolution complies with the Budget En-
forcement Act, Subtitle C, Social Security, Section 13301, which requires the exclusion of re-
ceipts and disbursements of the Federal Old-Age and Survivors Insurance Trust Fund and the
Federal Disability Insurance Trust Fund from the reported budget resolution. As is the custom
in the budgets submitted by the President and analyzed by the Congressional Budget Office and
others, summary tables are included in this report that present a complete accounting of all fed-
eral activities as well as the exclusion of off-budget programs (currently Social Security and U.S.
Postal Service).

90-754
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goal expressed by the American public and by a majority of the
members of the 104th Congress—balance the federal budget early
in the next century, specifically by the year 2002.2 The Committee’s
recommendations are based on one simple proposition: by meeting
our requirement to fiscal responsibility we will insure a better fu-
ture for our children and a better future for our country.

The Committee’s reported budget resolution stands in stark con-
trast to President Clinton’'s 1996 budget which surrenders to the
deficit and, based on the Congressional Budget Office's recent esti-
mates, sentences the country to increasing deficits each and every
year into the next century.3 President Clinton's federal deficit
would increase from $177 billion this year to nearly $280 billion in
the year 2000. Under President Clinton’s do nothing deficit policy,
total debt held by the public would increase both in absolute terms
and as a proportion of the total economy (from $3.5 trillion this
year to $5.0 trillion in the year 2000; from 52 percent of GDP this
year to over 55 percent of GDP in 2000.)

Committee’'s recommendations provide a real alternative for a
brighter fiscal future. Following the assumptions of the Commit-
tee’'s recommendations, total federal spending will still increase
from $1.5 trillion this year to nearly $1.9 trillion in 2002. But for
the first time in nearly three decades, wages and salaries will be
growing faster than the rate of growth in federal spending—5 per-
cent versus 3 percent annually. The federal deficit, left unchanged
would grow from $175 billion this year to nearly $230 billion in
2002, and the debt burden on the public would increase from $3.8
trillion to over $5.4 trillion in 2002, or 54 percent of GDP. Under
the Committee’s recommendations—a real, no-smoke and mirrors
budget—fully implemented and enforceable, the deficit declines to
zero in the year 2002. Debt held by the public would reach $4.3
trillion in 2002 before declining thereafter. More importantly debt
held by the public would decline as a proportion of the GDP to 43
percent in 2002—a 20 percent decline.

Under the assumptions of the Committee’'s recommendations an-
nual expenditures for appropriated accounts will decline from $278
billion this year to $245 billion in 2002. Annual expenditures for
appropriated defense programs, as requested by President Clinton,
would decline slightly from the current spending level ($270 billion)
throughout the remainder of the century before returning to an an-
nual level of $270 billion in 2002.

Under the assumptions of the Committee’'s recommendations, so-
cial security expenditures will continue to grow from $334 billion
this year to over $480 billion in 2002. The Committee's rec-
ommendations does not change any social security benefit or any
social security COLA.

Under the assumptions of the Committee’s recommendations, the
Medicare program will remain the fastest growing program in the
federal budget, increasing at an annual rate of 7.1 percent, growing
from $178 billion this year to $288 billion in 2002. The Committee

2The reported resolution also complies with S.Amdt.No. 238 adopted by the full Senate on
February 10, 1995, (87-10). The amendment directed the Senate Budget Committee “to report
.. . at the earliest possible date to the Senate how to achieve a balanced budget. . . .”

3An Analysis of the President’'s Budgetary Proposals for Fiscal Year 1996, Prepared at the Re-
quest of the Senate Committee on Appropriations, April 1995.
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adopted (13-9) an amendment offered by Senator Frist that would
encourage the Congress to quickly establish a bipartisan commis-
sion similar to that recommended by the Social Security and Medi-
care Trustees in April. The commission would make recommenda-
tions to the Congress in two steps. In the first step, the commission
would address the current short-term insolvency of the Medicare
program early this summer. In the second step, the commission
would address the long-term insolvency of the account early next
year. The establishment of such a commission it was felt would
provide expert advice that could be used by the authorizing com-
mittees of the Congress as they worked to provide solvency to the
Medicare program and meet their required reconciliation instruc-
tions later this summer.

Under the Committee’s recommendations, the federal Medicaid
program could be converted into a block grant program to the
states, and its annual growth rate would be reduced from nearly
10 percent annually to an average of 5 percent over the next seven
years. In total, federal and state Medicaid spending would increase
from about $160 billion this year to over $220 billion in 2002. Fed-
eral spending for Medicaid would increase from nearly $89 billion
this year to over $125 billion in 2002.

The Committee’'s recommendations were designed to achieve the
goal of fiscal solvency while building on the following themes:

Protect and preserve programs that provide income security
for our senior citizens.—Again, no changes are recommended to
the social security program. No changes to any COLA are as-
sumed for any federal pension program.

Begin deficit reduction in our own backyard.—The Commit-
tee’'s recommendations assumes a seven year freeze on all
members pay, federal judges, and SES employees. The reported
resolution assumes a 15 percent reduction in Senate Commit-
tee staff, a 12.5 percent reduction in Senate support staff, a 25
percent reduction in GAO, and the termination of OTA. The
resolution assumes rank and file federal workers would receive
current law pay adjustments.

Devolve federal programs to states.—Move power and money
out of Washington and back to citizens in their states and com-
munities. The Committee’s recommendations assumes consoli-
dation of federal health, transportation, education and other
social service programs. The Committee’s recommendations as-
sumes federal assistance would be returned to states in the
form of various block grants. The Committee recognizes that
changes to major federal-state programs will require careful co-
ordination to ensure state and local administrative changes
take place in an orderly manner.

Reduce the size of the federal government.—Terminate, elimi-
nate, reduce duplication and modernize programs that were
created for the 1960's—not the 21st century. The Committee’s
recommendations assumes the termination of more than 100
federal programs, agencies, and commissions. The Committee’s
recommendations assumes the orderly termination of the De-
partment of Commerce and the Office of Personnel Manage-
ment.
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Public programs that could better be run as commercial en-
deavors should be privatized.—The Committee’'s recommenda-
tions assumes the creation of a private air traffic control sys-
tem, privatization of Sallie Mae, privatize the naval petroleum
reserve and the uranium enrichment corporation, close GSA
supply depots, repeal of the Davis-Bacon Act and other propos-
als discussed later.

Protect national security and people’s security.—The Commit-
tee’s recommendations assumes President Clinton’s defense re-
qguest in his 1996 budget submission. The Committee’'s rec-
ommendations assumes that the Crime Trust Fund would be
funded and that the FBI, DEA, and INS funding would in-
crease.

Reform federal assistance programs.—The Committee's rec-
ommendations assumes welfare reform savings over the next
seven years that will total $80 billion, and yet the budget blue-
print continues significant funding for vulnerable low-income
families and their children. Over the same seven year period
federal food stamp spending will exceed $192 billion, AFDC
and Child Care Programs will exceed $131 billion, the federal
SSI program will expend $231 billion, the EITC program will
continue to grow and expend $155 billion, the federal child nu-
trition programs will expend $66 billion and the WIC program
will cost $26 billion. In total these programs alone would pro-
vide over $800 billion in assistance to low-income families and
their children.

The food stamp program would be reformed and benefits
would be tied to the rate of growth in food inflation. The school
lunch and school breakfast program would not be changed but
the Committee’s recommendations assumes targeting the Child
Adult Care Feeding Program on low-income families. The Com-
mittee’s recommendations assumes funding for the WIC pro-
gram will increase. The Committee’'s recommendations as-
sumes an important expansion of the Child Support Enforce-
ment Program requiring absent fathers and mothers to provide
support to their abandoned children.

Control the growth of public health care expenditures.—The
Committee's recommendations assumes that unsustainable
growth in federal health care costs must be curbed to insure
the solvency of the Medicare trust fund and to guarantee its
survival for future recipients.

Reduce spending on corporate subsidies.—The Committee’s
recommendations reduces federal corporate subsidies for agri-
culture, trade, energy, and transportation industries. According
to the Congressional Budget Office, federal spending to support
business and industry totals about $27 billion annually. The
Committee’'s recommendations would reduce these corporate
subsidies by nearly one-third.

The Committee’s recommendations do not assume any net
change in revenues from that which would result from a continu-
ation of current tax policies. However, a special reserve fund would
provide, after spending restraint is enacted as assumed in the re-
ported resolution, and that restraint is estimated and certified to
achieve balance in 2002 by the Congressional Budget Office, that
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then and only then would any resulting “fiscal dividend” be made
available to the tax writing committees of Congress for consider-
ation of tax reduction not to exceed the estimated fiscal dividend.
The Committee further adopted a Sense of the Congress resolution,
that should any tax reduction legislation be considered, then that
tax reduction should go to working families with annual incomes
below $100,000. To achieve any fiscal dividend and therefore any
tax reduction, however, the Committee reported resolution re-
straining the rate of growth in federal spending must first be im-
plemented—Ilegislation enacted, Congressional Budget Office cer-
tification of balance and estimate of dividend, and Presidential sig-
nature of the deficit reduction legislation that achieves balance in
2002.

Finally, the Committee’s recommendations would enforce the as-
sumptions of the budget resolution through tough and disciplined
provisions governing the consideration of enacting legislation. First,
discretionary spending caps would be consistent with the assump-
tions of the Committee’'s recommendations and extended through
2002. Defense and nondefense discretionary firewalls would be re-
established to protect President Clinton’s requested defense mark.
The Committee’s recommendations would enforce the mandatory
spending assumptions through the process of reconciling spending
savings. Reconciled committees would be required to meet the
Chairman’s assumptions of direct spending savings in the first
year, the cumulative five year sum, and the cumulative seven year
sum. The Committee’s recommendations would require emergency
spending outside the spending caps to secure 60 votes—true emer-
gency spending would have no difficulty meeting this test. And fi-
nally, the Committee’s recommendations would extend the Budget
Act’s 60 vote enforcement and pay-as-you-go provisions through the
year 2002. A 10 year point-of-order, adopted in the last two budget
resolutions would be continued in the Committee’s recommenda-
tions.

The Committee’'s recommendations are real, enforceable, and
achieve the fiscal policy goal of a comprehensive, unified balanced
budget in 2002. It is a budget blueprint that will guide the country
into a successful and prosperous 21st Century. The Committee’s
recommendations if implemented would restore our nation’s fiscal
equilibrium. It would protect our children and grandchildren by
putting the breaks on government borrowing and underscores the
simple notion that our government cannot continue to spend our
children’s legacy.

TABLE 1.—AGGREGATE BUDGET TOTALS

[Dollars in billions]

1995 1996 1997 1998 1999 2000 2001 2002

On-budget:
Budget authority .................. $1,2609 $1,2685 $1,2953 $1,343.3 $1,3859 $1,4448 $1,4720 $1518.1
outlays ......c...... we 12437 12748 12927 13199 13671 14223 14510 14985

Revenues 9978 10424 10828 11342 11884 12474 13142 13850
015110 O —2459 —2324 —2099 -—1857 —1787 —1749 —1368 —1135
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TABLE 1.—AGGREGATE BUDGET TOTALS—Continued

[Dollars in billions]

1995 1996 1997 1998 1999 2000 2001 2002

Off-budget:
Budget authority ... 292.6 306.2 3211 329.4 345.1 356.4 3718 387.7
Outlays ...... 286.1 299.4 3101 3232 3384 3517 368.1 383.8
Revenues 357.4 3747 392.0 411.4 4309 452.0 475.2 498.6
Surplus .. 713 75.3 819 88.1 925 100.3 107.1 114.8

Unified budget:

Budget authority ...
Outlays
Revenues
Deficit/surplus ..
Debt subject to limit

1553.6 15747 16165 16728 1,731.0 18012 18438 1.905.8
15299 15742 16028 16432 17055 17740 18191 18823
13552 14171 14748 15456 16193 16994 17894 1883.6
—1747 —1571 -—1280 —976 —862 —746 —29.7 13
49030 52017 54810 57349 59800 62190 64218 6,599.5

TABLE 2.—COMMITTEE RECOMMENDATION

[Dollars in billions]

1995 1996 1997 1998 1999 2000 2001 2002
Discretionary:
Defense ... $270 $262 $257 $255 $261 $268 $268 $260
Nondefense .......... 278 268 255 250 248 250 248 248
Subtotal discre-
tionary ......... 548 530 512 506 509 518 517 518
Mandatory:
Social Security ... 334 352 371 391 411 433 456 480
Medicare ... 178 187 198 213 228 244 262 283
Medicaid .... 89 96 102 107 112 116 121 125
Other mandatory . 146 152 156 159 172 181 185 197
Net interest ... 235 258 264 267 272 278 278 279
Total outlays ... 1,530 1,574 1,602 1,643 1,705 1,771 1,818 1,882
ReVenues .........ccouue. 1,355 1,418 1,476 1,546 1,618 1,698 1,789 1,884
Resulting deficit/sur-
PIUS oo —-175 —157 —128 —98 —86 -75 -30 1

Note: Detail may not add to totals due to rounding. All totals shown on a unified budget basis.

TABLE 3.—COMMITTEE RECOMMENDATION COMPARISON TO BASELINE

[Dollars in billions]

1996 1997 1998 1999 2000 5-yrtotal 2001 2002 Gt[)?gld

Current Law Deficit ... $197 $214 $209 $223 $236 $0 $224 $227 $0
Discretionary:

Defense .. 4 0 -2 2 6 10 6 8 25

Nondefense —12 —26 -29 -30 -29 —127 =31 -31 —189
Mandatory:

SOCIAl SECUMILY . cooveciveies e e e s v e e i

Medicare ... —12 —-22 =27 —36 —44 —-141 —53 —62 —256

Medicaid ... -4 -8 -15 -23 -32 -8l —42 -53 —175

Other mandatory —14 —-25 -29 -30 -33 —132 -37 -39 —208
Revenues ...

Total policy
changes ... -39 —81 —101 —-117 —-132 —470 —156 —-177 —804
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TABLE 3.—COMMITTEE RECOMMENDATION COMPARISON TO BASELINE—Continued

[Dollars in billions]

1996 1997 1998 1999 2000 Syrtotal 2001 2002 Grand
Debt service ............... -1 -5 =11 -19 —28 —65 -39 —51 —155
Total deficit
reduction .. —40 —86 —-113 —136 —160 —535 —-19 —229 —958
Resulting deficit/sur-
PIUS oo 157 128 98 86 75 0 30 -1 0

Note: Details may not add to totals due to rounding. All totals shown on a unified budget basis.

Il. EcoNnOMICS

The Committee baseline is predicated on assumptions about the
future yearly path of the U.S. economy, detailed in Table 1. These
economic assumptions were developed by the Congressional Budget
Office (CBO) and are the same as the assumptions underlying
CBO'’s budget projections in its January 1995 report, updated for
CBO revisions to its 1998 through 2002 CPI inflation assumptions.
The figures reflect a short-term forecast for 1995 and 1996 and pro-
jections in later years based on longer-term trends in the economy.
The near-term forecast is the result of likely outcomes based on
analysis of the current state of the economy and in particular its
position in the business cycle.

TABLE 1.—CBO ECONOMIC PROJECTIONS

[Calendar Years]

1994 1995 1996 1997 1998 1999 2000 2001 2002

Percent change, year over year:

Real GDP ... 41 31 18 24 2.3 2.3 2.3 2.3 2.3

Implicit GDP deflator .......... 2.1 26 2.8 2.8 2.8 2.8 2.8 28 2.8

CPI-U v 2.6 31 34 34 32 32 32 32 32
Percent, Annual:

Unemployment rate ............ 6.1 55 5.7 5.8 5.9 6.0 6.0 6.0 6.0

Three-month treasury bill .. 42 6.2 5.7 53 5.1 5.1 5.1 51 5.1

Ten-year treasury note rate 71 77 7.0 6.7 6.7 6.7 6.7 6.7 6.7

THE BUSINESS CYCLE EXPANSION

The Clinton Administration came to office during the fast-grow-
ing, recovery stage of the tenth business-cycle expansion since WW
Il. The current expansion which began in April 1991 during the
Bush Administration is now just over four years old. The strongest
components of growth during the expansion have been centered in
interest-sensitive sectors of the economy such as construction and
durable goods manufacturing, and in export sectors.

COMPONENTS OF CURRENT EXPANSION GROWTH
[Annual percent change 1991 to 1994, constant dollars]

GDP Consumer durable goods Home construction Equipment investment Exports

31 7.1 10.8 13.7 6.5
Source: Bureau of Economic Analysis, Department of Commerce.
Beginning in 1990, in response to a faltering economy, the Fed-

eral Reserve (Fed) began a concerted policy effort to reduce interest
rates. The Federal Funds rate, the primary rate the Fed controls,
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was reduced from 8.3 percent in 1990 to a 1992 level of 2.9 percent,
the lowest point reached during the current expansion. Fed interest
rate reductions were completed by the end of 1992 as clear signs
of strong economic growth became evident. By the fourth quarter
of 1992, GDP growth had reached 5.7 percent, the fastest rate since
1987. Chart 1 shows the path of Three-month Treasury Bill rates
which track movements in the Federal Funds rate.
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Long-term interest rates also began declining in 1990. The Ten-
year Treasury Note rate declined from 8.9 percent in 1990 to an
expansion low of 5.3 percent by 1993. Consistent with the typical
9-month to one-and-a-half year delay experienced between mone-
tary policy easing and its economic effects, economic growth in in-
terest sensitive sectors began rising in 1992 and gained momentum
in 1993 and 1994.

Now exceeding four years in length, the current business cycle
expansion equals the average length of the nine expansions since
WW I1. Moreover, current conditions indicate that, after retreating
in 1990 and 1991, the economy has once again reached a level of
output that is close to fully utilizing the economy’s current re-
sources. Factors are developing that signal slower growth ahead
than the 4.1 percent pace of 1994 or even the three percent pace
since the expansion began. At this point, should economic growth
continue to surpass the economy’s capacity to expand—a rate of be-
tween 2.0 percent to 2.5 percent growth a year according to calcula-
tions from CBO, the Federal Reserve, and most private sector fore-
casters—the economy could overheat and increase inflationary
pressures, hastening the expansion’s end.

A number of factors suggest the economy is close to this point:

As measured by the Federal Reserve Board, utilization of
factory capacity in January reached the highest level since Oc-
tober of 1979.

Down from a recession-induced high of 7.7 percent, the 5.5
percent unemployment rate in the first quarter is below most
estimates of the level at which rising inflation usually begins
to develop—approximately a 6.0 percent rate of unemployment.
While actual inflation increases often lag behind tightening
labor markets, inflation pressures from these markets, once
started, are difficult to quell.

Prices for crude and intermediate materials that are used at
early stages of processing have been accelerating in the past
year suggesting tightening supplies. These rises eventually
feed into more pervasive inflation measures that affect con-
sumers. Prices for crude materials, less the more volatile food
and energy prices, have risen 15 percent over the past 12
months and intermediate prices, similarly adjusted, have risen
7 percent, the fastest rate since the late 1980s.

Core consumer inflation (less food and energy) has acceler-
ated in the past four months to 4.2 percent—faster than the
2.9 percent pace of the past two years.

Declines to historic lows of the exchange rate value of the
U.S. dollar against the yen and mark in recent months puts
added pressure on rising prices of imports.

With the economy at currently high capacity levels and the pace
of growth in 1994 above the rate that is sustainable over the long-
run, economic growth will have to slow in the near-term. This can
occur in three ways: as the result of the delayed effects of monetary
policy tightening engineered by the Fed through its seven monetary
policy actions since the beginning of 1994, as the result of fiscal re-
straint that is viewed as temporary and doesn’'t promise budget
balance in future years or, should fast growth continue in the im-
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mediate future, through a more jarring and steep slow down pos-
sibly ending in recession.

ECONOMIC PROJECTIONS

CBO’s growth projections reflect its judgment that the Federal
Reserve will be successful in slowing real GDP growth without pre-
cipitating a recession. The economy is expected to reach a “soft
landing” growth rate that matches the economy’s long-run potential
to expand of 2.0 to 2.5 percent. Over 1995 and 1996 on a fourth-
quarter to fourth-quarter basis, CBO’s GDP growth forecast aver-
ages 2.2 percent, a rate that is expected to keep inflation from
heating up excessively, helping to continue the expansion. Recent
statistics suggest that this scenario is in fact unfolding. In the first
quarter, consumer purchases, adjusted for inflation, increased 1.4
percent after rising 5.1 percent in the fourth quarter of 1994. New
housing starts have slowed to a 1.27 million annual rate in the
first three months of this year, down 8 percent from the average
in the second-half of 1994.

CBO traditionally focuses on underlying trends in the economy
as the basis for its longer term projections rather than yearly fore-
casts of economic measures and these projections have been as-
sumed by the Committee for 1997 through 2002. The trends rep-
resent estimations of the economy’s ability to expand capacity
based on projections about labor force growth, capital formation,
and long-term productivity gains.

Table 1 shows the components of the Committee economic as-
sumptions. Real GDP growth slows from 4.1 percent in 1994 to 3.1
percent in 1995 and to 1.8 percent in 1996. In later years, real
GDP is projected to average 2.3 percent a year, roughly the rate
of growth of the economy’s potential. At this rate, unemployment
will remain below or at 6.0 percent through 2002. Inflation as
measured by the CPI is projected to be 3.1 percent in 1995, rise to
3.4 percent, and then remain at 3.2 percent in 1998 and later
years.

In January, CBO projected CPI inflation would remain at 3.4
percent for 1998 and thereafter. The downward revision reported
here relative to the January figures reflects CBO’s new appraisal
that the 1998 benchmark revision to the CPI planned by the Bu-
reau of Labor Statistics will likely reduce the rise in the computed
measure of the CPI by 0.2 percentage points a year. Federal Re-
serve Chairman Greenspan and CPI experts have recently testified
before the Senate that incomplete evidence suggests CPI inflation
may be overstated by as much as 1.0 to 1.5 percentage points a
year. However, in advance of further, more conclusive analysis, CPI
biases remain speculative and have not been incorporated into the
Committee assumptions.

The Committee’s short-term economic assumptions in general are
similar to those of private sector forecasts, as Table 2 indicates.
The CBO real GDP average of 2.2 percent for 1995-1996 is the
same as the Data Resources Incorporated average and only one-
tenth percentage point lower than the average of 50 forecasters
making up the Blue Chip Consensus. CBO's figures for inflation,
unemployment, and interest rates similarly fall within the range of
other estimates.
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TABLE 2.—FORECAST COMPARISON
[4th-Quarter 1994 to 4th-Quarter 1996 Change, or 1995-1996 Avg. Levels]

Percent change Unemploy- 3-month T-

T RealGDP _ cp| Mentraie bill
CBO ..ooovers 22 33 5.6 6.0
Blue Chip ConsensusS—-APril .......ccoovverrmienerineennnie 23 35 5.6 6.1
Data Resources INC.—ApPFil ... 22 32 57 53
L. Meyer ASSOC.—ApFil .....cccccvvvvrns SO 23 33 5.6 6.0
Administration—January ................... SO 25 32 5.9 5.7

NO FURTHER DEFICIT REDUCTION COMING FROM THE BUSINESS CYCLE

The strength of the business cycle expansion has been the pri-
mary contributor to the decline in the Federal deficit. In total, the
deficit will have declined from $290 billion in fiscal year 1992 to
a CBO estimated $176 in the current year—a decline of $114 bil-
lion. However, of that decline, CBO calculates that $101 billion, or
89 percent, was accounted for by the strong business cycle rebound.
An alternative measure of the deficit, the “standardized-employ-
ment” deficit, strips out the portion of deficit reduction that is ex-
plained by the business cycle. CBO calculates that when the effects
of the business cycle are removed, the Federal deficit declined only
$13 billion between 1992 and 1995. The standardized-employment
deficit in Chart 2 shows this $13 billion decline, from $290 billion
in 1992 to $277 billion in 1995.
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Because GDP growth will have to slow soon to the growth rate
potential of the economy, further declines in the actual deficit due
to the business cycle are now at an end. Further declines can only
come from concerted policy action. Moreover, this future path is
based on the optimistic premise that no recessions occur this year
or over the next seven years, making this an eleven-year expan-
sion—the longest expansion this century, as Chart 3 shows.
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With economic growth expected to slow as the business cycle ma-
tures, the challenge ahead is to expand the capacity of the Amer-
ican economy, including new factories, new technologies, and new
job opportunities. However, a number of factors, are working
against the ability of the American economy to expand its economic
capacity.

The household saving rate, after rising in 1992 to 5.5 per-
cent, has averaged 4.1 percent in 1993 and 1994, the lowest
two-year average since World War Il. Moreover, even as pri-
vate savings decline, the government drain on those resources
is projected to rise. The Bipartisan Commission on Entitlement
and Tax Reform concluded that, if current policy is not
changed, the deficit will rise to 18 percent of GDP by 2030
from approximately three percent today.

Owing to low private saving, continued sizable Federal bor-
rowing, and growing domestic investment needs, borrowing
from abroad has increased on net from $57 billion in 1992 to
$143 billion in 1994. January Office of Management and Budg-
et projections show borrowing requirements reaching as high
as $190 billion by 1996, surpassing the previous highs reached
in 1987.

Rising requirements for foreign borrowing has helped push
long-term interest rates higher. The Ten-year Treasury Note
rate is now nearly two percentage points higher than its level
a year and a half ago, more than can be explained by increases
in short-term interest rates.

Despite these higher interest rates, the dollar has weakened
(Chart 4), indicating continued expectations of unfavorable
rates of return on American investments relative to other coun-
tries. Within the past few weeks the dollar has hit historical
lows against the Japanese Yen and the German Mark.
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Low national savings—the result of low private savings and
continued large federal deficits—coupled with high interest
rates harm national investment. As a share of GDP, U.S. in-
vestment has been lagging behind the other major industrial
nations and behind its own performance in the first two dec-
ades following WW I1. Tables 3 and 4 document these trends.

TABLE 3.—LAGGING INVESTMENT AND INCOME GROWTH

Japan Germany France UK. Canada us.

Investment as % of GDP 1 ........ccccoevvenerenns
Annual % Increase: Capital per Worker2 .
Income per Worker 3

24.1 147 15.0 143 153 13.9
6.7 28 31 24 23 1.0
2.8 19 22 17 12 08

1 Average 1973-1991.

21970-1988.

3Measured using GDP per worker, 1975-1992.

Source: OECD, Dr. Edward Wolff, and American Council for Capital Formation.

TABLE 4.—GROWTH IN U.S. NET CAPITAL STOCK BY TYPE

[Average annual growth rates in 1987 dollars]

1950-69 1970-89 1990-93
Total ..o e e . 41 33 14
Equipment ........cccovueevenn. ST 46 38 23
Less Info. Processing ...... e . 43 2.7 0.3
Industrial ........coooveree s 47 24 0.1
SEIUCEUTES oo e 38 2.8 0.6

Source: American Council for Capital Formation.

Inadequate investment has adversely affected increases in
the living standards of many Americans because incomes are
directly linked to the level of capital they work with and to
technological advances. A report by Harvard professor Dale
Jorgenson shows that investments in new capital make the
largest contribution to economic growth. New York University
Professor Edward Wolff, using OECD data, has found a high
correlation between increased capital per worker and techno-
logical advances, increasing further the importance of invest-
ment. Given America’s poor prospects for national saving and
investment, living standards are at risk.

Hiring uncertainties and regulatory hurdles are helping to
limit the supply of new jobs. Overhead costs imposed on firms
rise faster when new workers are added than when existing
workers are employed more intensively. Partly in response,
workplace overtime has been trending up for over a decade and
stands at a record-high of 4.9 hours per week in manufactur-
ing.

The Office of Management and Budget in its last three budg-
ets has costed out the size of the tax burden created by all cur-
rent and proposed government programs on future generations
of taxpayers. Although these calculations were dropped from
this year's budget document, last year’s figures show that fu-
ture generations can expect to face a net tax rate of approxi-
mately 82 percent of their income. This net rate shows taxes
they will pay over and above the government benefits they can
expect to receive during their lifetime.

The full extent of the implications of projected future budg-
ets was contained in the final report of the Bipartisan Entitle-
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ment Commission. Interest payments on the Federal debt will
make up such a large portion of the budget that future genera-
tions will be unable to direct government to address coming
national priorities. In 2002, the Medicare Hospital Insurance
Trust Fund goes bankrupt. By 2012, entitlements and interest
payments alone consume all taxes. The Treasury would become
nothing more than a check writing agency, mailing all of
America’s tax collections to entitlement recipients and govern-
ment bond holders. All remaining programs, everything from
police protection, defense, education, environment, housing,
commerce, and science—about 7 percent of Gross Domestic
Product—would have to be paid for with borrowed money.
These debts would add yearly to the accumulated level of na-
tional debt, further increasing interest payments. In 2029, the
Social Security Trust Fund goes bankrupt. By 2030, with 50
percent of revenues dedicated to interest payments, future gen-
erations would have no leeway in redirecting government to-
ward future national priorities.

RISKS TO THE ECONOMIC ASSUMPTIONS

The risks to the economic projections appear on both the positive
side and on the negative side. Should the current expansion con-
tinue as CBO and the Administration assume, this expansion
would be older than any expansion this century. On the negative
side, without attention to the factors listed above that are inhibit-
ing the supply of savings, investment, and jobs, continued economic
growth becomes more precarious. If the chance of recession rises as
expansions mature, then any budgetary proposals that delay the
path to budget balance likely increase the chances that budget bal-
ance will not be reached. A recession would raise Federal deficits
significantly above CBO’s and the Administration’s estimates. Over
the past quarter century, the increase in federal deficits that has
resulted from cyclical downturns has averaged 1.6 percent of GDP
or $107 billion dollars in today's economy. Chart 5 shows the size
of the cyclical portion of the Federal deficit since 1974. As a percent
of GDP, the cyclical portion of the deficit rises during and just fol-
lowing each recession. On average, during each recession and the
year following it the cyclical portion of the deficit is 1.6 percentage
points higher than in the two years leading up to the recession.



20

dVIA
v66L <661 0661 886l 9861 ¥86L C861 086 8.6L 9.6} V.6

v :

NOISS303N
NOISS3O3Y

NOISSADIY

(dao j0 %, sk 3191sQ Jo UoIO |ed}|949)
SNOISSADIY ONINNA SNIND SLIDIHIA TVIITOAD

§ mey)

)

409 J0 R T IPIRG




21

On the positive side, should Congress pass and carry out in com-
ing years a budget resolution that balances the budget by 2002, the
economy would likely be significantly strengthened, according to
both the current and the previous CBO directors and private fore-
casters. CBO concludes that, without taking into account the ef-
fects of individual policy changes that might affect saving, invest-
ment and work effort, national saving would be significantly in-
creased by balancing the budget. Capital formation and productiv-
ity would increase and borrowing from abroad would lessen, im-
proving U.S. net exports. Because of higher productivity, CBO pre-
dicts economic growth would average 0.1 percent a year faster
through 2002 and would continue higher in subsequent years.
Long-term interest rates could be as much as 1.7 percentage points
lower by 2001.

The Committee has not incorporated these effects into the eco-
nomic assumptions for purposes of consideration of the Budget Res-
olution. If the Resolution passes, these economic benefits would be-
come significantly more likely.

Both a weaker cyclical economic path if the economic expansion
runs its course and a stronger trend path from fulfilling the goal
of a balanced budget are possible. For purposes of consideration of
the Budget Resolution, the Committee assumptions incorporate
CBO’s economic projections which steer between these two events.
If a recession does materialize, the economic benefits of a balanced
budget—a fiscal dividend—could help to offset the severity of the
downturn. Indeed, a balanced budget path that expands capital for-
mation and the capacity of the economy to produce would help to
stave off capacity constraint problems that might precipitate a re-
cession. If as a result of passing the Budget Resolution, the econ-
omy does better than the Committee economic assumptions—as
CBO anticipates, the fiscal dividend could help balance the budget
earlier, start to build a budget surplus as a down-payment on fu-
ture entitlement debts, or be returned to taxpayers.

I11. SPENDING AND REVENUES
BASELINE ASSUMPTIONS IN THE COMMITTEE RECOMMENDATION

The baseline (referred to as the “current law baseline”) as shown
in this report was developed by the committee staff, in consultation
with the Congressional Budget Office, and is based on CBO eco-
nomic and technical assumptions. The basic premise is that the
baseline reflects the last action of Congress on spending and reve-
nues, which is current law, and assumes no changes for the next
seven years. Specifically the baseline assumes:

Defense discretionary spending is at the 1995 Clinton re-
guest level, adjusted for final Congressional action on appro-
priations in the 103rd Congress.

Nondefense discretionary spending is at the 1995 enacted
level. Emergency supplementals are not assumed to be pro-
jected in the outyears.

All other spending is at levels currently estimated under the
law, which is the same as the CBO March baseline. Entitle-
ments and other mandatory spending consist mainly of benefit
programs, such as social security, medicare, and medicaid.
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Spending for those programs is controlled by setting eligibility
rules, benefit levels, and other cost factors, rather than voting
annually on funding levels. Offsetting receipts and deposit in-
surance spending is estimated in a similar manner. Net inter-
est spending is driven by the size of the deficit and by interest
rates and is not directly affected by Congressional action.
Revenue estimates similarly assume no change in current
tax law.
Table 1 shows the current law baseline levels by major spending
category.

TABLE 1.—CURRENT LAW BASELINE

[Dollars in billions]

1995 1996 1997 1998 1999 2000 2001 2002

Outlays: discretionary:
Defense
Nondefense ...

Subtotal discretionary

$270 $258 $257 $257 $259 $262 $262 $262
278 281 282 280 279 280 280 280
548 539 539 537 538 542 542 542

Mandatory:
Social Security ... 334 352 371 391 411 433 456 480
Medicare .... 178 199 219 240 263 288 315 345
Medicaid . 89 99 110 122 135 148 163 178

Other mandatory 242 247 261 272 287 303 313 332
Subtotal mandatory . 843 897 961 1025 1097 1172 1247 1335

Deposit insurance ....... . —16 -8 -4 -5 -3 -2 -2 -2
Offsetting receipts .. —80 -73 —75 -79 -82 —86 —-90 -9
Net interest 235 260 270 278 291 305 317 331

Total outlays ... 1530 1614 1689 1756 1841 1931 2014 2111
Revenues ... . 1355 1418 1476 1546 1618 1698 1789 1884
DEFICIES vvveorerrerierieriees s —-175 -—=197 =214 =209 -—223 =235 =224 =227

Note: Details may not add to totals due to rounding.
1Assumes Clinton’s 1995 defense request and a freeze on nondefense spending at the 1995 level.

The current law baseline is different from the CBO baseline in
two aspects. First, the current law baseline assumes updated CBO
economic estimates for the scheduled Consumer Price Index (CPI)
rebenchmarking in 1998, as discussed in the Economics section of
the markup book. Compared to CBO’s March baseline, these
changes reduce spending by $12.0 billion and increase revenues by
$7.5 billion in 1999-2002, lowering deficits by $19.5 billion over
this period.

Second, the CBO baseline assumes that discretionary spending
complies with the caps on discretionary spending set in the Omni-
bus Budget Reconciliation Act of 1993 (OBRA 1993), while the cur-
rent law baseline assumes the defense and nondefense paths de-
scribed above. When CBO estimates discretionary spending, they
make no assumptions about how Congress will choose to meet the
discretionary caps. Every discretionary account is increased by for-
mula for inflation and pay raises and a negative adjustment is
made to the overall discretionary total that brings it down to the
statutory cap total. Because the law does not specify how to treat
discretionary spending after the authority for the discretionary
caps expire in 1998, CBO has presented two alternatives: (1) in-
crease the cap total by the rate of inflation, or (2) freeze the cap
total at the 1998 level through the projection period.

It is important to note that CBO included the Administration’s
estimate of the discretionary cap, which is the statutory level, in
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their baseline. CBO’s Analysis of the President’s Budgetary Propos-
als for FY 1996 points out that the Office of Management and
Budget (OMB) interpreted a provision of OBRA 1993 to allow a
new method of calculating the required adjustment to the discre-
tionary caps for inflation. This change in methodology increased
the discretionary limits by almost $37 billion in 1996-2000 over
CBO'’s estimate. Although CBO does not believe that OMB’s adjust-
ments are correct, they feel compelled to use the statutory level.

GROWTH OF BASELINE COMPONENTS

Tables 2 and 3 show annual increases in the current law base-
line, by major component, in dollar and percentage increases, re-
spectively. Defense outlays would decline from $270 billion in 1995
to a low of $257 billion in 1997, rising slightly thereafter to $262
billion in 2002. The annual change in the defense baseline would
average —0.4 percent over the period. Nondefense discretionary
outlays would remain almost flat, going from $278 billion in 1995
to $280 billion in 2002. (Note: The current law baseline does not
include supplementals or rescissions enacted this session. P.L. 104—
6, the Defense Emergency Supplemental and Rescission bill, would
increase defense outlays by less than $0.5 billion over 1995-1999
and would reduce nondefense outlays by less than $0.5 billion over
1995-1999.)

Among the major entitlement programs, outlays for medicare and
medicaid are still growing at least three times faster than the rate
of growth in the economy. Table 5 displays the sources of growth
in mandatory spending between 1995 and 2000. It is interesting to
note that for medicare and medicaid, over 40 percent of the annual
growth is unrelated to either caseload increases or automatic in-
creases in reimbursement rates. Medicare outlays would grow from
$178 billion in 1995 to $345 billion in 2002, an average annual
growth rate of 10 percent. Likewise Medicaid continues to outpace
the economy, also growing at an average 10 percent per year, dou-
bling in size from $89 billion in 1995 to $178 billion in 2002. Social
Security spending grows by about 5 percent annually and by 2002
would be 44 percent greater than spending in the current year.
Other entitlements, such as welfare benefits, civil service and mili-
tary retirement, agriculture subsidies, and unemployment insur-
ance, among others, would grow at about twice the rate of inflation,
increasing from $242 billion in 1995 to $332 billion in 2002.

Deposit insurance spending reflects the net outlays caused by the
government’s pledges to protect depositors in insolvent institutions.
Although deposit insurance outlays shot up to a record $66 billion
in 1991, CBO expects that this category of spending will be less
volatile in the future, now that the bulk of asset disposition by the
RTC has taken place. This category shows negative outlays, indi-
cating that income from liquidation and fees exceeds disburse-
ments. Such net income will fall from $16 billion in 1995 to $2 bil-
lion by 2002.

Offsetting receipts are income that the government records as
negative outlays. All are either intragovernmental—reflecting pay-
ments from one part of the Federal government to another—or pro-
prietary—reflecting voluntary payments from the public in ex-
change for goods and services. Receipts that the government col-
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lects due to its sovereign powers are shown as governmental reve-
nues. Offsetting receipts will increase slightly from $80 billion in
1995 to $94 billion in 2002, an increase of 17 percent. Most of this
growth is attributed to increased collections for Medicare pre-
miums. Net interest outlays will increase substantially between
1995 and 1996, due to recent increases in interest rates. Over the
1995-2002 period, net interest will increase by 40 percent, from
$235 billion in 1995 to $331 bhillion in 2002.

Revenues in the baseline increase from $1,355 billion in 1995 to
$1,884 billion in 2002, an increase of $529 billion. Overall revenues
increase at an average annual rate of 4.8 percent between 1995
and 2002. Table 6 shows the CBO revenue baseline, as well as av-
erage annual growth, for the various revenue components.

The baseline takes into account that some provisions are sched-
uled to change or expire during the 1995-2000 period. In general,
the baseline assumes that those changes and expirations occur on
schedule. One category of taxes, excise taxes dedicated to trust
funds, constitutes the sole exception to this rule. The baseline as-
sumes that those taxes will be extended even if they are scheduled
to expire, in order to be consistent with the spending assumptions.
(Spending funded by trust fund collections is assumed to continue
in the baseline; it would be inconsistent to assume that the collec-
tions cease and the spending continues.) The excise taxes that the
current baseline assumes will be extended are those devoted to the
Highway Trust Fund, the Airport and Airway Trust Fund, the Haz-
ardous Substance Superfund, and the Leaking Underground Stor-
age Tank Trust Fund. By the year 2000, those taxes contribute $25
billion of baseline excise tax revenues, about two-fifths of total ex-
cise taxes.

Deficits continue to rise under the current law baseline, growing
from $175 billion in 1995 to $227 billion in 2002, a 30 percent in-
crease. Deficits will grow faster as we pass the turn of the century,
increasing to approximately $310 billion by 2005, another 36 per-
cent increase in only three years.

TABLE 2.—GROWTH IN CURRENT LAW BASELINE

[Annual change, dollars in billions]

1996 1997 1998 1999 2000 2001 2002 Total

Outlays—discretionary:*
Defense ... —-12 -1 0 2 3 0 0 -8
Nondefense .. 3 1 -2 -1 1 0 0 2
Subtotal dis . -9 -0 -2 1 4 0 0 -6
Mandatory:
Social Security 18 19 20 21 22 23 24 146
Medicare . 21 20 21 23 25 27 30 167
Medicaid .. 10 11 12 13 13 14 15 89

Other mand
Subtotal mandato

Deposit insurance 8 3 -0 2 1 0 0 14
Offsetting receipts 7 -2 -4 -2 -4 —4 —4 —-13
Net interest ...... 25 10 9 13 14 11 14 95

Total outlays .
Revenues ..............

Deficits —-22 -17 4 —14 -13 11 -3 —52

Note: Details may not add to totals due to rounding.
1Assumes Clinton’s 1995 defense request and a freeze on nondefense spending at the 1995 level.
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TABLE 3.—GROWTH IN CURRENT LAW BASELINE

[Percent annual change]

1996 1997 1998 1999 2000 2001 2002 Total
Outlays—discretionary:*
DEfENSE ...ovvveiviciienierrine —4 -0 0 1 1 0 0 -3
Nondefense ..... . 1 0 -1 -0 0 0 0 1
Subtotal disci -2 -0 -0 0 1 0 0 -1
Mandatory:
Social Security ... 5 5 5 5 5 5 5 44
Medicare ... 12 10 10 10 9 9 10 94
Medicaid ..... 11 11 11 10 10 10 9 99
Other mandatory ... 2 6 4 6 5 3 6 37
Subtotal mandatory 6 7 7 7 7 6 7 58
Deposit insurance ... —51 —43 7 -33 —-22 -10 -7 —87
Offsetting receipts .. -9 3 5 3 5 5 5 17
Net interest 10 4 3 5 5 4 4 40
Total outlays ... 6 5 4 5 5 4 5 38
Revenues ... 5 4 5 5 5 5 5 39
Deficits 12 9 -2 6 6 -5 1 30
Note: Details may not add to totals due to rounding.
1Assumes Clinton’s 1995 defense request and a freeze on nondefense spending at the 1995 level.
TABLE 4—SOURCES OF GROWTH IN MANDATORY SPENDING
[Dollars in billions]
1996 1997 1998 1999 2000
Projected 1995 SPENAING .......verrrveerrmrrrersinersrisssneseeessnnnnees $843 $843 $843 $843 $843
Sources of Growth:
Growth in caseloads 15 28 41 55 68
Cost-of-living adjustments ... 10 26 43 61 78
Other automatic increases in benefits?® ... 6 15 24 32 41
Other increases in Medicare and Medicaid? .... 20 38 60 85 112
Other growth in average Social Security benefit; 5 8 11 15 20
Irregular number of benefit payments4 ................ -3 0 0 0 5
Change in outlays of credit liquidating accounts . -1 -3 -4 -6 -7
Other ... . 2 6 7 12 15
Total .. . 54 118 182 254 332
Projected spending et enaen 897 961 1,025 1,097 1,175

Source: Congressional Budget Office.

Automatic increases in Food Stamp benefits, Medicare reimbursement rates, and the earned income tax credit under formulas speci-

fied by law.

All growth not attributed to caseloads and automatic increases in reimbursement rates.
Supplemental Security Income and veterans’ compensation and pensions will pay 11 months of benefits in 1996, 13 in 2000, and 12 in

other years.

A. SPENDING BY FUNCTION

This section of the report provides details on the Committee’s
spending recommendations for each of the 20 functional areas of
the budget. Each functional section contains the following material.

A table showing for fiscal years 1995-2002 the Committee
recommendation, the current law baseline, and the President’s
budget for 1996 as reestimated by the Congressional Budget

Office.

An overview of the major programs and activities funded in

the function and a discussion of baseline trends.
A summary of the Committee recommendation.
A discussion of major assumptions for discretionary and
mandatory programs in the Committee recommendation.
In all numerical tables and in text, “President’s budget” refers to
the President’s 1996 budget request as reestimated by the Congres-
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sional Budget Office. In the case of all tables in this section: (1)
“BA” means budget authority, (2) “OT” means outlays, (3) “NA”"
means not available, and (4) all years are fiscal years unless other-
wise noted.

The Balanced Budget and Emergency Deficit Control Act re-
quires that the receipts and disbursements of the social security
(OASDI) trust funds not be included in the President’s budget or
in the congressional budget resolution. The summary tables in this
report display both on-budget and off-budget spending totals for the
affected functions. However, the function tables in this section
show total spending.

Function 050: NATIONAL DEFENSE

Function 050 consists of the activities of the Department of De-
fense, defense programs in the Department of Energy, and some
other, minor, defense-related activities in other agencies. More
than 95 percent of the funds in function 050 are for the Depart-
ment of Defense (DoD). About 4 percent of the funds in function
050 are for defense programs in the Department of Energy (DoE).

The President has proposed $257.7 billion in budget authority
and $261.1 billion in outlays for national defense in 1996. The fig-
ures do not include the Administration’s requested supplemental or
the enacted supplemental (P.L. 104-6). The budget request for the
DoD is $245.8 billion in budget authority. There are six major com-
ponents of the budget for the DoD. Proposed funding for the largest
four components (military personnel, operations and maintenance
(O&M), procurement, and research and development), is down $8.1
billion from last year’s level. The budget request for defense pro-
grams in the DoE is $11.1 billion in budget authority, compared to
$10.3 billion last year.
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SUMMARY OF COMMITTEE RECOMMENDATION

The Committee recommendation assumes the President's 1996
budget request without the proposed or enacted supplemental.
Spending would decline over the next two years, and then begin to
increase in 1998. Over the seven-year period 1996-2002—$1,865
billion in budget authority and $1,837 billion in outlays would be
spent on national defense, compared to $1,845 billion in budget au-
thority and $1,813 billion in outlays assumed under the current
law baseline. Over the five year period 1996-2000— $1,313 billion
in budget authority and $1,300 billion in outlays would be spent on
national defense.

The Committee recommendation supports the DoD’s two most
important initiatives: readiness and quality of life. With respect to
readiness, the O&M budget is nearly the same as last year. The
O&M budget provides for readiness essentials like training and
maintenance. With a nearly level O&M budget the Administration
claims that readiness is protected because of force reductions and
streamlining of DoD infrastructure and overhead. According to the
DoD, “the FY 1996-97 budget maintains traditionally high rates
for the operating tempo (OPTEMPO) of active U.S. forces. Army
training rates will hold at 14.5 flying hours per month per tactical
aircrew and 800 miles per year for tanks. Navy steaming days per
quarter will remain at 50.5 and 29 days for deployed and non-de-
ployed fleets, respectively. Navy flying hours per crew per month
will hold at 24 hours. Flying hours per month for active duty Air
Force tactical aircrews will stay at about 20 hours.”

Quality of life for service men, women, and their families impacts
on readiness. To this end the Administration’s budget provides for
full military pay raises allowed under current law. The pay raise
in 1996 is 2.4 percent and in 1997 it is 3.1 percent. The Adminis-
tration also “added 2.7 billion over the next six year’s for family
and bachelor housing; cost of living and housing allowances; child
care; family assistance; and morale, welfare, and recreation pro-
grams.”

The drawdown to the Administration’s Bottom-Up-Review (BUR)
force structure is nearly complete. The BUR force structure is de-
signed to provide a capability to fight and win two nearly simulta-
neous major conflicts. DoD force structure and personnel totals will
be nearly 30 percent smaller, by the end of 1996, as compared with
1990. As the force has drawdown, the Administration has dramati-
cally scaled back procurement funding. The Administration intends
to reverse this trend beginning in 1997. The Administration’s plans
are to “focus on upgrading the capabilities of some existing weap-
ons, weapons platforms, and supporting systems. The 1996-97 pro-
curement budget provides funds for AV-8B, C-17, F/A-18C/D and
E/F, and E-8 aircraft. The budget also funds UH-60 helicopters,
Javelin, Hellfire, Patriot, Tomahawk, and Trident Il missiles. The
budget also provides for M1 tanks, Aegis destroyers, and a third
Seawolf submarine.”

While the committee recommendation endorses the President’s
budget submission for defense, the committee believes that im-
proved management of defense dollars would help ensure that we
got more “bang for the buck.” This is also true of management
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practices in all other federal agencies. The committee therefore
urges the Committee on Governmental Affairs and the Committee
on Armed Services to jointly pursue a major restructuring of the
federal buying system in order to significantly reduce the cost of
the federal purchases of goods and services. The federal govern-
ment’'s purchases of goods and services are expected to be approxi-
mately $450 billion in FY 1996. Two-thirds of these purchases are
made by the DoD. Last December, a DoD Process Action Team re-
port found that Defense acquisition programs continue to be, on av-
erage, 33 percent over budget and behind schedule. According to
that report, weapons are several generations out of date when
fielded. The fifteen to twenty layer management structure is top-
heavy and expensive.

Last year's procurement reform bill, the Federal Acquisition
Streamlining Act, was a step in the right direction. But the Con-
gressional Budget Office (CBO) could not estimate savings result-
ing from the changes made by that Act. CBO and other studies
have indicated that, in order to achieve billions in savings, there
must be both organizational streamlining and significant reduction
in cost and schedule overruns on large federal procurements. The
General Accounting Office has reported that significant changes
cannot occur without a change in the incentives facing the acquisi-
tion workforce. By undertaking comprehensive reforms that ad-
dress these issues, the Committee believes that several billion dol-
lars could be saved across the government.

Function 150: INTERNATIONAL AFFAIRS
MAJOR PROGRAMS IN FUNCTION

Function 150 funds the Department of State, Agency for Inter-
national Development, United States Information Agency and the
Arms Control and Disarmament Agency. It includes resources for
trade promotion activities, U.S. participation in multilateral devel-
opment banks, international organizations including the United
Nations, and various miscellaneous foreign affairs activities.

In 1995, $18.9 billion in both budget authority and outlays would
be spent under current law on international affairs activities.
About a third of the discretionary portion of these funds is adminis-
tered by the Agency for International Development and a quarter
by the Department of State. Approximately ten percent goes to
international financial institutions through the Department of
Treasury and five percent goes to the United States Information
Agency. Approximately 90 percent of the function is appropriated
by the Foreign Operations and Commerce, Justice, State and Judi-
ciary Subcommittees. The remainder is appropriated by the Agri-
culture and the Labor, Health and Human Services, and Education
Subcommittees.

Under current law, Function 150 spending would fall by approxi-
mately $2.4 billion in both budget authority and outlays between
1995 and 1999. In 2000, however, budget authority would spike up
by $1.9 billion as a result of mandatory account fluctuations. The
1995 budget authority and outlay levels of $18.9 billion would fall,
under current law, to $18.4 billion in budget authority and $16.6
billion in outlays by 2000.
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FUNCTION 150: INTERNATIONAL AFFAIRS

[Dollars in billions]

5-year 7-year
1995 1996 1997 1998 1999 2000 total 2001 2002 total

Committee rec-
ommendation:

..... $189  $154  $143 $135 $126  $141  $69.9 $143  $142  $984

or .. 189 16.9 15.1 143 135 131 728 134 133 99.5

Current law:
BA 18.9 17.9 17.3 17.0 16.5 18.4 87.2 185 185 1242
[ B 18.9 175 16.7 16.7 16.5 16.6 84.0 16.8 16.8 117.6
President’s budget:
BA s 19.8 18.8 17.6 16.8 15.8 17.3 86.3 NA NA NA
[0 19.8 175 16.7 16.5 16.0 15.8 825 NA NA NA

Committee rec-
ommendation com-

pared to:
Current law:
BA — =25 -30 -—-35 —40 -—-43 -173 —43 —43 -258
OT s — =06 —-17 —24 -30 =35 =112 -35 -35 -—181
President’s budg-
et:
BA -09 -34 -32 -33 -33 -—-32 -163 NA NA NA
OT s -09 —-06 —-16 —-22 —-25 —26 —-96 NA NA NA

SUMMARY OF THE COMMITTEE RECOMMENDATION

The Committee recommendation assumes $15.4 billion in budget
authority and $16.9 billion in outlays in 1996 for programs and ac-
tivities in Function 150. Budget authority would decline over the
1996-1999 period to $12.6 billion, but spike back up to $14.1 billion
in 2000 due to the previously noted mandatory account fluctua-
tions. Outlays would decline to $13.1 billion by 2000. Over the
seven-year period 1996—-2002, $98.4 billion in budget authority and
$99.5 billion in outlays would be spent on international affairs
functions, compared to $124.2 billion in budget authority and
$117.6 billion in outlays under the current law baseline. Over the
five-year period 1996—2000, $69.9 billion in budget authority and
$72.8 billion in outlays would be spent compared to the $86.3 bil-
lion in budget authority and $82.5 billion in outlays that the Presi-
dent’s budget recommends.

MAJOR DISCRETIONARY ASSUMPTIONS IN THE COMMITTEE
RECOMMENDATION

The Committee recommendation assumes discretionary spending
levels of $17.9 billion in budget authority and $20.5 billion in out-
lays in 1996, a reduction of $2.5 billion in budget authority and
$0.6 billion in outlays from the 1995 level. Spending would decline
to $16.2 billion in budget authority and $16.9 billion in outlays by
2002. The Committee recommendation assumes, among other
changes, the following major policy options to achieve the rec-
ommended funding levels:

Increase efficiency and eliminate duplication by:

Reducing funding of the Department of State by $433 million
in budget authority and $381 in outlays over five years.

Consolidating and reducing programs of the U.S. Agency for
International Development by $3.9 billion in budget authority
and $2.7 billion in outlays over five years.
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Consolidating and reducing broadcast and exchange pro-
grams of the U.S. Information Agency by $1.0 billion in budget
authority and $0.9 billion in outlays over five years.

Terminating the Arms Control and Disarmament Agency
and consolidating functions into the Department of State, sav-
ing $60 million in budget authority and $53 million in outlays
over five years.

Focus foreign aid by:

Phasing down aid to European countries by $3.6 billion in
budget authority and $1.7 billion in outlays over five years.

Reducing replenishments to soft loan arms of the multilat-
eral development banks by $3.8 billion in budget authority and
$1.6 billion in outlays over five years.

Reduce corporate subsidies by:

Reducing export financing and trade promotion programs by
$755 million in budget authority and $404 million in outlays
over five years.

Reducing PL 480 food aid by $430 million in budget author-
ity and $386 million in outlays over five years.

Readjust American participation in international organizations
by:

Limiting voluntary peacekeeping funding to the Camp David
Accord Multilateral Force and Observers mission saving $286
million in budget authority and $268 million in outlays over
five years.

Maintaining funding for the United Nations Children’s Fund
and International Atomic Energy Agency while limiting overall
participation in voluntary international organizations and pro-
grams to $200 million annually. Saves $870 million in budget
authority and $788 million in outlays over five years.

Progressively phasing back assessed contributions for United
Nations peacekeeping to the 1991 level with a discretionary
supplement, saving $ 1.3 billion in budget authority and $1.2
billion in outlays over five years.

MAJOR MANDATORY ASSUMPTIONS IN THE COMMITTEE
RECOMMENDATION

None.

Function 250: GENERAL SCIENCE, SPACE, AND
TECHNOLOGY

MAJOR PROGRAMS IN FUNCTION

Function 250 includes the National Aeronautics and Space Ad-
ministration (NASA) civilian space program, basic research pro-
grams of the Department of Energy (DOE), and the National
Science Foundation (NSF).

In 1995, $17.2 billion in budget authority and $17.5 billion in
outlays will be spent on science, space and technology programs.
Just over 90 percent of the function is comprised of spending for
NASA. Nearly 100 percent of the function is discretionary outlays
under the jurisdiction of the Appropriations subcommittees on VA,
HUD and Independent Agencies and Energy and Water.
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Under current baseline estimates, spending in Function 250
holds steady over the 1995-2000 period, with budget authority re-
maining at $17.2 billion each year and outlays rising to $17.2 bil-
lion and holding by 1997.
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SUMMARY OF COMMITTEE'S RECOMMENDATION

The Committee’s recommendation assumes $16.7 billion in budg-
et authority and outlays in 1996 for programs and activities in
Function 250. Spending would decline over the 1996—-2002 period,
falling to $15.8 billion in budget authority and $15.9 billion in out-
lays by 2002. Over the seven-year period 1996-2002, $113 billion
in budget authority and outlays would be spent on general science,
space and technology functions, compared to $120 billion in budget
authority and outlays assumed under the current law baseline.
Over the five-year period 1996-2000, $81 billion in budget author-
ity and outlays would be spent compared to the $83 billion in budg-
et authority and outlays that the President recommends.

MAJOR DISCRETIONARY ASSUMPTIONS IN THE COMMITTEE'S
RECOMMENDATION

The Committee’s recommendation assumes discretionary spend-
ing levels of $16.7 billion in budget authority and outlays in 1996,
a reduction of $0.5 billion in budget authority and $0.2 billion in
outlays from the 1995 level. This spending would decline to $15.8
billion in budget authority and $15.9 billion in outlays in 2002. The
Committee’'s recommendation assumes the following major policy
options to achieve the recommended funding levels:

The Committee’'s recommendation assumes the President’'s pro-
posal to streamline and consolidate activities within NASA. The
Committee recommends that NASA continue its efforts to increase
its reliance on the private sector for operations and changes in
NASA'’s procurement policy. The Committee believes that NASA's
internal reviews, to be competed this spring, will provide changes
within NASA to reduce outlays and return NASA to its primary
mission of a research and development agency.

For the National Science Foundation, the Committee’s rec-
ommendation assumes the President’s proposed cuts in academic
infrastructure and major research equipment. The Committee as-
sumes a $100 million reduction in NSF research and a refocus on
its original mission of basic scientific research.

For Department of Energy research, the Committee's rec-
ommendation assumes the President’s freeze and reduction in out-
years.

MAJOR MANDATORY ASSUMPTIONS IN THE COMMITTEE'S
RECOMMENDATION

There are no mandatory proposals in this function.

Function 270: ENERGY
MAJOR PROGRAMS IN FUNCTION

Function 270 includes the civilian activities of the Department of
Energy (DOE), including solar, renewable, fossil, and conservation
research and development, civilian nuclear waste disposal, State
energy conservation grants, the strategic petroleum reserves, the
naval petroleum reserves and the power marketing administra-
tions. In addition, this function includes the Rural Utilities Service
(formerly called the Rural Electrification Administration (REA)),
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the Nuclear Regulatory Commission (NRC), the Uranium Enrich-
ment Corporation, and the Tennessee Valley Authority’s (TVA)
power program.

Discretionary outlays amount to $6.6 billion in this function for
1995. Mandatory spending in this function is more than offset by
receipts and net mandatory spending reduces total outlays in this
function by $1.6 billion in 1995. Over the five-year time frame,
total outlays for this function fall from $4.9 billion in 1995 to $3.9
billion in 2000. This decline is due to lower mandatory spending by
the TVA power program and the growth in net receipts from rural
electric and telephone loans.
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SUMMARY OF THE COMMITTEE'S RECOMMENDATION

The Committee recommendation assumes $2.9 billion in budget
authority and $2.7 billion in outlays in 1996 for programs and ac-
tivities in Function 270. As a result of the proceeds from asset
sales, which reduces spending in this function, spending falls
abruptly in 1996 and 1997 and rebounds by 1998. Over the seven-
year period 1996-2002, $24.2 billion in budget authority and $18.2
billion in outlays would be spent on energy programs, compared to
$38.3 billion in budget authority and $29.7 billion in outlays as-
sumed under the current law baseline. Over the five year period
1996-2000, $16.2 billion in budget authority and $12.4 billion in
outlays would be spent compared to the $24.2 billion in budget au-
thority and $20.3 billion in outlays that the President recommends.
While the Committee recommendation includes $8 billion more in
savings than the President’s budget, by the year 2000, spending in
this function would only be $0.3 billion lower than the President’s
budget for that year.

MAJOR DISCRETIONARY ASSUMPTIONS IN THE COMMITTEE
RECOMMENDATION

The Committee Recommendation assumes discretionary spending
levels of $5.9 billion in budget authority and $6.6 billion in outlays
in 1996, a reduction of $1.0 billion in budget authority and $0.2 bil-
lion in outlays from the 1995 level. This spending would decline to
$4.0 billion in budget authority and $2.9 billion in outlays in 2002.
The Committee Recommendation assumes the following major pol-
icy options to achieve the recommended funding levels:

Privatization of non-governmental functions such as the sale of
the naval petroleum reserves (NPR), which reduces the need for
appropriations generating $0.7 billion in budget authority and $0.6
billion in outlay savings over five years; and,

Reduction in corporate technology subsidies by:

Phasing-in a 50 percent reduction in near-term commer-
cialization efforts, reducing outlays by $3.0 billion over five
years. Due to the major increases that solar, renewables and
conservation research and development programs have re-
ceived since 1990, the Committee Recommendation retains
funding for these programs at 50 percent above 1990 levels.
The Committee Recommendation would continue to provide a
total of $21 billion over the next five years for Federal energy
research and development efforts.

Providing no new funding for the clean coal technology pro-
gram as proposed by the Clinton Administration.

Consolidating and streamlining Department of Energy (DOE)
programs, which reduces outlays by $1.4 billion over five years. Be-
cause other proposals for this function reduce DOE’s functions, a
corresponding reduction can be made in overhead and administra-
tive expenses. The Department of Energy recently announced total
five year savings of $1.8 billion from its “Strategic Alignment and
Downsizing Initiative”.

The Committee Recommendation assumes no reductions in the
Rural Utilities Service (RUS).
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MAJOR MANDATORY ASSUMPTIONS IN THE COMMITTEE
RECOMMENDATION

The Committee Recommendation assumes mandatory spending
levels that amount to —$2.9 billion in budget authority and —$3.8
billion in outlays in 1996. Net mandatory spending declines rapidly
in 1996-1997 as a result of the proceeds from assets sales. Net
mandatory spending levels off after 1997 and amounts to —$2.5
billion in 2000. The Committee Recommendation assumes the fol-
lowing major policy options to achieve the recommended funding
levels:

Privatization and the sale of non-governmental assets. These rec-
ommendations include:

Privatization of the naval petroleum reserves (NPR). The
sale of the naval petroleum reserves generates $1.5 billion in
1996 receipts. Because the Federal government would no
longer collect revenues after 1996 from the sale of oil produced
from the NPR, there is an offsetting cost associated with this
proposal. While this proposal causes a net $316 million cost for
mandatory spending over five years, this cost is more than off-
set by discretionary spending savings (see discussion above).

Privatization of the uranium enrichment corporation. Adopts
the President’s proposal to sell the uranium enrichment cor-
poration. The 1992 Energy Policy Act established the uranium
enrichment corporation as a Federal corporation and provided
for its eventual privatization. The corporation is required to
submit a privatization plan to the President and the Congress
by July 1, 1995. The sale of the uranium enrichment corpora-
tion reduces BA by $1.5 billion and outlays by $1.6 billion over
the five year period.

A modification of the President’s proposals to sell four power
marketing administrations (PMAs). The President's budget
proposed to sell the Alaska, Southeastern, Southwestern, and
Western PMAs, which generated $4.5 billion in receipts. Due
to the complexities associated with the sale of these PMAs, the
Committee Recommendation only assumes $1.6 billion from
the sale of the PMAs. The Committee Recommendation as-
sumes the committees of jurisdiction will make the determina-
tion of which of the PMA assets will be sold. The Committee
Recommendation also assumes the existing customers are
given the first opportunity to purchase these assets.

A modification of the President’s proposal to sell a portion of
the oil held by the strategic petroleum reserves (SPRO), gener-
ating $900 million over five years. The President’'s budget pro-
poses to decommission the Weeks Island facility, one of SPRO’s
storage facilities that is experiencing technical difficulties, and
sell 7 million barrels of the 72 million barrels of oil stored in
this facility to cover the cost of decommissioning the facility
(estimated at $65 million) and transporting the remaining 65
million barrels to other SPRO facilities (estimated at $35 mil-
lion). This option would sell all of the Weeks Island oil except
10 million barrels, which can be transported to a nearby facil-
ity inexpensively. SPRO would continue to hold 530 million
barrels under this policy option.
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Extension of Nuclear Regulatory Commission (NRC) fees. Under
current law, NRC's is required to collect 100 percent of its budget
from NRC licensees. This authority sunsets in 1998, when NRC
will be only required to collect one-third of its budget from NRC li-
censees. This option would extend NRC's authority to collect 100
percent of its budget through 2002.

Function 300: NATURAL RESOURCES AND ENVIRONMENT
MAJOR PROGRAMS IN FUNCTION

This function includes funding for water resources, conservation
and land management, recreational resources and pollution control
and abatement. Agencies with major programs in this function in-
clude: the Army Corp of Engineers, Bureau of Reclamation, Forest
Service, Bureau of Land Management, Fish and Wildlife Service,
the National park Service, Environmental Protection Agency, Na-
tional Oceanic and Atmospheric Administration, and the U.S. Geo-
logical Survey.

In 1995, $22.3 billion in BA and $21.7 billion in outlays will be
spent on natural resources and environment. Approximately 99
percent of the funding in 1995 is for discretionary programs. Budg-
et authority decreases from $22.3 billion in 1995 to $21.2 billion in
2000 and outlays decrease from $21.7 billion in 1995 to $21.6 bil-
lion in 2000.

On December 14, 1994 the Secretary of Agriculture announced
his intention to offer participants the opportunity to modify and ex-
tend their conservation reserve program (CRP) contracts up to an
additional 10 years when the current contracts expire. The baseline
assumes that 10 year extensions will be offered to program partici-
pants when their existing contracts expire and that approximately
15 million enrolled acres will be extended. With the extension, out-
lays for the CRP will fall from $1.9 billion in 1995, covering 36.4
million acres, to $1.2 billion in 2000 on 21.4 million acres. Without
the extension the outlays for the CRP would fall to $0.5 million
covering 8.2 million acres by 2000.
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SUMMARY OF COMMITTEE RECOMMENDATION

The Committee recommendation assumes $19.5 billion in budget
authority and $20.4 billion in outlays in 1996 for programs and ac-
tivities in Function 300. Spending would decline over the 1996-—
2002 period, falling to $15.8 billion in budget authority and $16.6
billion in outlays by 2002. Over the seven-year period 1996—2002,
$117.5 billion in budget authority and $126.8 billion in outlays
would be spent on natural resources and environment, compared to
$149.9 billion in budget authority and $150.6 billion in outlays as-
sumed under the current law baseline. Over the five year period
1996-2000, $86.7 billion in budget authority and $94.3 billion in
outlays would be spent compared to $108.9 billion in budget au-
thority and $108.3 billion in outlays that the President rec-
ommends.

MAJOR DISCRETIONARY ASSUMPTION IN THE COMMITTEE
RECOMMENDATION

The Committee recommendation assumes discretionary spending
levels of $19.1 billion in budget authority and $20.3 billion in out-
lays in 1996, a reduction of $2.5 billion in budget authority and
$1.0 billion in outlays from the 1995 level. This spending would de-
cline to $16.9 billion in budget authority and $18.0 billion in out-
lays in 2002. The Committee recommendation assumes the follow-
ing major policy options to achieve the recommended funding level.

Federal contributions to the state revolving funds (SRF)
were intended to help in the transition to full state and local
financing of the SRFs by 1995. Since 1972, the Congress has
appropriated about $65 billion to assist localities in complying
with the Clean Water Act. The Senate-passed rescission bill re-
scinded $1.2 billion which was appropriated in 1995 and prior
years for water infrastructure SRFs. This option assumes that
grants for water infrastructure would be phased-out over 3
years, reducing outlays by $5.3 billion over 1996—-2000.

Eliminate lower priority and duplicate programs in the De-
partment of Agriculture and Department of Interior such as
the forestry incentives program, urban park and recreation
fund, international forestry, advisory council on historic preser-
vation. Accepts the President's proposal to reduce the agri-
culture conservation program by 50 percent.

Accepts most of the Administration’s reductions for the Army
Corp of Engineers and the Bureau of Reclamation which re-
duces outlays by $1.3 billion over 1996-2000.

Reduce the National Oceanic Atmospheric Administration by
5 percent and accepts the President’s request for construction,
reducing outlays by $0.6 billion over 1996-2000. As part of the
reduction the option assumes the President’s proposal to termi-
nate 41 projects and privatizing portions of the National
Weather Service such as specialized weather services provided
to aviation, marine and agricultural communities. (See Depart-
ment of Commerce description in Function 370.)

Reform the various land management agencies of the De-
partment of Interior and the Forest Service. The Committee
recommendation assumes a 10 percent reduction in the operat-
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ing budgets of the Forest Service, National Park Service, Fish
and Wildlife Service, the Bureau of Land Management and dis-
solves the National Biological Service (maintains most of the
research and cooperative unit activities). The Committee rec-
ommendation would continue to provide over $15.5 billion in
outlays to support operations within the various land manage-
ment agencies over 1996—2000.

The Committee assumes the Superfund program will be reformed
and reauthorized this year. The resolution assumes that Superfund
reauthorization will be on-budget and will not increase mandatory
spending. The Committee recommendation has made no specific as-
sumptions about funding levels or funding sources of the reformed
Superfund program. It is assumed that those issues will be dealt
with in the context of Superfund reform legislation.

MAJOR MANDATORY ASSUMPTIONS IN THE COMMITTEE
RECOMMENDATION

The Committee recommendation assumes mandatory spending
levels of $0.4 billion in budget authority and $0.1 billion in outlays
in 1996, basically the same as current law level. Over the five-year
period mandatory spending is reduced by $1.8 billion in budget au-
thority and outlays.

Privatization of non-governmental functions and leases.
These recommendations include:

Lease approximately 8 percent of the 19 million acre
Arctic National Wildlife Refuge (ANWR). The development
of ANWR will only affect approximately 13,000 acres. The
lease of ANWR would reduce budget authority and outlays
$1.4 billion over 1996-2000.

Privatize the helium reserve as proposed by President
Clinton. This assumption would reduce outlays by $27 mil-
lion over 1996—-2000.

Presidio of San Francisco—The resolution assumes savings from
the sale of the Presidio over a three year period beginning in 2000.
However, there could be significant costs required for the cleanup
under federal law. Also, transfer of the property from the National
Park Service to private entities would trigger application of local
zoning and building code ordinances, under which the Presidio
could be designated for public use only. Since the City of San Fran-
cisco is committed to maintaining the Presidio as public space, any
potential buyers of Presidio property would be aware that a change
in this use status could take many years. It is possible that no sale
would occur during the time period covered by the budget resolu-
tion and/or that the amount realized from such sale would be less
than the savings assumed.

In the event that CBO cannot verify savings from sale of the Pre-
sidio, the Committee assumes that the Committee of Jurisdiction
will meet its reconciliation instructions, through other reforms,
such as S. 594. That bill would establish a public trust structure
for the property in order to maximize the collection of rents and
other revenues to minimize federal costs and not increase the level
of the federal deficit or debt of the Federal Government.
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Function 350: AGRICULTURE
MAJOR PROGRAMS IN FUNCTION

This function includes programs that provide farm income sta-
bilization and agriculture research and services. Programs in this
function include direct assistance and loans to food and fiber pro-
ducers, market information and agriculture research. Producers are
assisted with deficiency payments, crop insurance, non-recourse
crop loans, operating loans and export promotion.

The spending in function 350 decreases from $14.0 billion in
budget authority and $12.7 billion in outlays in 1995 to $13.7 bil-
lion in BA and $12.5 billion in outlays in 2000. The decrease is due
to a decline in mandatory spending.

The price support programs operated by the Commodity Credit
Corporation (CCC) make up most of the spending in this function.
CCC spending has varied widely from $0.6 billion in 1975 to a
record high of $26 billion in 1986. In the 1970s, CCC outlays to-
taled $30.3 billion. CCC spending has ranged from $6 billion to $16
billion in the 1990s. The CBO projects that CCC spending will de-
crease from $8.7 billion in 1995 to $7.9 billion in 2000. However,
the increase in crop insurance outlays from $0.6 billion in 1995 to
$1.4 billion in 2000 largely offsets the decline in CCC spending.
Over the five year period, 1996-2000, the CBO projects that $41.6
billion would be spent on farm commodity programs.



44

W W W 98—  §T—  6T— TZ— 61—  ZT— 10
W W W 18— §T— 61— 02— 61—  ¥I— va
_Hmmﬁjn S Juspisald
ovT—  ve— T¢— S6— 61— ¢e— - 0Cc— A 10
evi-  ve—  Te—  l6— 61—  ¢Z—  ge¢— 02—  €T— va
‘Me| Jua.lIn)
:0) paJedwod sew s,Uewliey)
W W W 629 Tl gl g TEL LT 10
WN WN WN €69 €eT GeT 8'€T a4 SvT 0T " vd
:196png s Juspisald
898  SIT §TT 8€y  §er 9 8¢ 8¢ TEL LT 10
756 9¢T 91 €0.L LET 6€T 0T a4} SvT 0T " " " " vd
‘M| JuslIn)
62, T6 6 £¥s 90T YOI 90T 60T 6TT LTI 10
T18$ T0T$ §0T$ §09% L'T1$ LTT$ 8T1$ T8 TET$ 0YvT$ " " " vd
JJew s.uewlreyn
met, W0z e A o0 eesT 8T L6  966T 566l
[suonpg ur siejjoq]

FANLINJIYOY :0SE NOILINNS




45

SUMMARY OF COMMITTEE RECOMMENDATION

The Committee recommendation assumes $13.1 billion in budget
authority and $11.9 billion in outlays in 1996 for programs and ac-
tivities in Function 350. Spending would decline over the 1996-—
2002 period, falling to $10.1 billion in budget authority and $9.1
billion in outlays by 2002. Over the seven-year period 1996—2002,
$81.1 billion in budget authority and $72.9 billion in outlays would
be spent on agriculture, compared to $95.4 billion in budget author-
ity and $86.8 billion in outlays assumed under the current law
baseline. Over the five year period 1996-2000, $60.5 billion in
budget authority and $54.3 billion in outlays would be spent com-
pared to the $69.3 billion in budget authority and $62.9 billion in
outlays that the President recommends.

MAJOR DISCRETIONARY ASSUMPTIONS IN THE COMMITTEE
RECOMMENDATION

The Committee recommendation assumes discretionary spending
levels of $3.6 billion in budget authority and $3.8 billion in outlays
in 1996, a reduction of $0.4 billion in budget authority and $0.2 bil-
lion in outlays from the 1995 level. Budget authority would remain
essentially at the 1996 level and outlays decrease to $3.7 billion.
The Committee recommendation assumes the following major pol-
icy options to achieve the recommended funding levels:

Reduce Agriculture Research Service (ARS) and Cooperative
State Research, Education, and Extension Service (CSREES)
by 10 percent, reducing outlays by $1.0 billion. The option as-
sumes the President’'s request for buildings and facilities for
the ARS and the CSREES and elimination of the CSREES spe-
cial earmarked grants. The option does not assume reductions
for the 4-H program.

Eliminate subsidies for the Foreign Agriculture Service co-
operator and Cochran fellowship programs, reducing outlays by
$0.1 billion over 1996-2000. The Foreign Agriculture Service
(FAS) provides subsidies for U.S. Trade and commodity organi-
zations (called cooperators). This provides overseas advertising
campaigns, trade show exhibits and promotional materials.
Under the Cochran fellowship program, the FAS provides, agri-
cultural and agribusiness training to foreign nationals. Fund-
ing for these programs would be reverted to the private sector.

Fund the emergency food assistance program at the Presi-
dent’s request, reducing outlays by $0.1 billion over 1996-2000.

MAJOR MANDATORY ASSUMPTIONS IN THE COMMITTEE
RECOMMENDATION

The Committee recommendation assumes mandatory spending
levels of $9.5 billion in budget authority and $8.0 billion in outlays
in 1996. Over the five year period, 1996-2000, the Committee rec-
ommendation assumes that $42.3 billion in budget authority and
$35.7 billion in outlays will be spent on the Commodity Credit Cor-
poration price support programs, crop insurance, and other related
mandatory programs in this function. This represents a 16-percent
reduction in budget authority from the current law baseline.
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The spending reductions could be accommodated under the 1995
farm bill when reauthorized. The reductions can be made while in-
creasing opportunities for farmers to base their planting decisions
on market signals and not government regulation; reduce regu-
latory burden; enhance international competitiveness; maintain
consistency between farm programs and environmental goals; and
provide producers with a basic financial safety net against cata-
strophic crop disasters.

The Committee recognizes the importance of agriculture to the
nation’s economy. A Sense of the Senate amendment was adopted
by the Committee on a vote of 11-7. The Sense of the Senate states
that in meeting its reconciliation instructions, the Senate Commit-
tee on Agriculture, Nutrition and Forestry should provide that no
more than 20 percent of its savings be achieved in commodity pro-
grams.

Function 370: COMMERCE AND HOUSING CREDIT
MAJOR PROGRAMS IN FUNCTION

Function 370 includes discretionary housing programs, such as
subsidies for single and multifamily housing in rural areas and
mortgage insurance provided by the Federal Housing Administra-
tion; net spending by the Postal Service; discretionary funding for
commerce programs, such as international trade and exports,
science and technology, the periodic census, small business, and
regulators of securities and commodity futures markets; and man-
datory spending for deposit insurance for banks, savings and loans,
and credit unions.
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SUMMARY OF COMMITTEE RECOMMENDATION

The totals for budget authority and outlays are unusual because
the patterns of the mandatory activities in the function mask the
levels of spending in the discretionary programs. For 1996, the
Committee recommendation assumes $6.6 billion in budget author-
ity and -$7.0 billion in outlays for all programs in Function 370.
Net spending would actually increase over the 1996-2002 period,
reaching -$3.4 billion in outlays by 2002, although this is more a
result of the current law baseline, which reflects dramatically re-
duced deposit insurance premiums paid by banks, than a result of
any Committee recommendation. Over the seven-year period, the
Committee recommendation for this function would reduce the defi-
cit by $12.5 billion relative to the current law baseline. Over the
1996-2000 period, outlays would be -$30.5 billion under the Com-
mittee recommendation, compared to the -$19.3 billion that the
President recommends.

MAJOR DISCRETIONARY ASSUMPTIONS IN THE COMMITTEE
RECOMMENDATION

The Committee recommendation assumes discretionary spending
levels of $2.1 billion in budget authority and $2.4 billion in outlays.
This spending would decline to $1.2 billion in budget authority and
outlays in 2002.

The Committee recommendation assumes certain major policy
options to achieve the recommended funding levels, including the
gradual elimination of the Department of Commerce (as rec-
ommended by Senator Dole and Senator Abraham'’s task force on
eliminating federal agencies). Although parts of the Department of
Commerce would need to be remain as independent offices or parts
of other agencies (Patent and Trademark Office, Bureau of the
Census, Bureau of Economic Analysis, National Oceanic and At-
mospheric Administration, the standards bureau in the National
Institute of Standards and Technology, and most of the Export Ad-
ministration), the rest of the department’s activities in this func-
tion are not crucial responsibilities of the federal government or
else duplicate responsibilities that are handled by other federal
agencies. Eventually, appropriations could be reduced by more than
$1 billion annually under this option.

The Committee assumes continuation of funding for conducting
the next census in 2000, as required, although with sampling im-
provements and other efficiencies recommended by the General Ac-
counting Office (GAO) to reduce costs.

The Committee also recommends centralizing the servicing of the
rural, single-family loan portfolio held by the Department of Agri-
culture (USDA), either by contracting out to the private sector or
dramatically improving USDA's performance and lowering its costs
(as described by both Senator Gorton and Senator Brown's working
groups). The GAO has reported that USDA cannot keep the port-
folio current using existing, inefficient, decentralized servicing
methods, and that USDA has made little progress in improving
and centralizing its systems.

Finally, the Committee recommends the reduction or elimination
of certain subsidies provided by the federal government for a range
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of credit programs in the Small Business Administration, the Fed-
eral Housing Administration, and the Rural Housing and Commu-
nity Development Service.

MAJOR MANDATORY ASSUMPTIONS IN THE COMMITTEE
RECOMMENDATION

The Committee recommendation assumes mandatory spending
levels of $4.5 billion in budget authority and -$9.4 billion in outlays
in 1996, about $0.1 billion less than levels under current law. The
savings relative to current law would level off at $0.2 billion per
year in the latter half of the 1996-2002 period. The committee rec-
ommendation assumes the creation or extension of fees to cover the
costs of operating regulatory agencies.

The Committee, however, recognizes the importance of American
industries that compete on a global basis. The committee therefore
discourages the adoption of new revenue-raising measures that
would hurt U.S. industries’ competitiveness both at home and
abroad. In addition, if new revenue-raising measures are consid-
ered, the committee discourages the singling-out of one segment of
a particular industry to bear the burden of regulatory fees.

In addition, the Committee recommendation includes options re-
lated to allowing the Federal Communications Commission (FCC)
to recover value from the spectrum. Although such receipts are dis-
played in Function 950 by convention, they are discussed here be-
cause this function includes the FCC. Until this year, commercial
enterprises have used their allocation of the spectrum for free.
Under a 1993 law, however, the FCC is just concluding an auction
of parts of the spectrum that has raised over $7 billion for the
Treasury. The Committee recommendation assumes options that
would extend the FCC'’s authority to auction spectrum past 1998,
broaden the types of spectrum the FCC is allowed to auction, and
provide the FCC authority to reallocate parts of the spectrum and
impose fees to encourage a more efficient distribution and use of
the spectrum.

Function 400: TRANSPORTATION
MAJOR PROGRAMS IN FUNCTION

Function 400 includes ground transportation programs, such as
the federal-aid highway program, mass transit operating and cap-
ital assistance, rail transportation through AMTRAK and other rail
programs, and the Interstate Commerce Commission (ICC); air
transportation through the Federal Aviation Administration (FAA)
Airport Improvement Program (AIP), aviation facilities and equip-
ment programs, and operation of the air traffic control system;
water transportation through the Coast Guard and the Maritime
Administration; and related transportation support activities.

In 1995, $42.5 billion in budget authority and $39.3 billion in
outlays will be spent on transportation activities. Nearly 70 percent
of the function is comprised of contract authority for highways,
aviation and mass transit. Nearly 100 percent of the function is
discretionary outlays under the jurisdiction of the Appropriations
subcommittee on transportation.
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Under current baseline estimates, spending in Function 400 in-
creases over the 1995-2000 period, with budget authority growing
from the 1995 level of $42.5 billion to $47.6 billion in 2000. The
baseline appears to dip in 1996 because of an automatic reduction
in highway spending of over $4 billion due to Section 1003 of the
Intermodal Surface Transportation Efficiency Act of 1991 (ISTEA).
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SUMMARY OF COMMITTEE RECOMMENDATION

The Committee’'s recommendation assumes $36.5 billion in budg-
et authority and $38.3 billion in outlays in 1996 for programs and
activities in Function 400. Spending would decline over the 1996-
2002 period, falling to $31.1 billion in outlays by 2002. Over the
seven-year period 1996-2002, $278 billion in budget authority and
$228 billion in outlays would be spent on transportation functions,
compared to $317 billion in budget authority and $279 billion in
outlays assumed under the current law baseline. Over the five year
period 1996—-2000, $196 billion in budget authority and $165 billion
in outlays would be spent compared to the $188 billion in budget
authority and $190 billion in outlays that the President rec-
ommends.

MAJOR DISCRETIONARY ASSUMPTIONS IN THE COMMITTEE
RECOMMENDATION

The Committee’s recommendation assumes discretionary spend-
ing levels of $14.3 billion in budget authority and $38.3 billion in
outlays in 1996, a reduction of $1.2 billion in budget authority and
$0.5 billion in outlays from the 1995 level. This spending would de-
cline to $31.1 billion in outlays in 2002. The Committee’s rec-
ommendation assumes the following majorpolicy options to achieve
the recommended funding levels:The Committee’s goals for trans-
portation spending is to direct limited federal transportation re-
sources to capital, formula driven programs in which states, local-
ities and transportation authorities can determine their own trans-
portation priorities.

While infrastructure improvements have enabled the United
States to become the world’s leading economic power, it has become
apparent that changes will have to be made to federal transpor-
tation programs to prepare our infrastructure for the 21st century.

Current transportation programs have, through Congressional
action, become a series of compromises, mandated set-asides, and
an increasing amount of demonstration programs. With reductions
in federal transportation spending, coupled with the growing need
to rehabilitate our highways, mass transit facilities, airports and
waterways, current authorization programs will have to be amend-
ed, or in some cases, entirely replaced. Primarily, the Committee
believes that Congress must address transportation financing
mechanisms in order maintain our nation’s vital infrastructure.

Without changes in transportation programs and their revenue
sources, the current system will not serve our economy into the
21st century. New innovative ideas will have to be developed in
order to fund our infrastructure needs. Short term changes in
transportation programs include:

Termination of outdated transportation programs and agen-
cies, such as the Interstate Commerce Commission.

Consolidation of federal transportation programs by elimi-
nating current division of authority among the different modes
of transportation within the U.S. Department of Transpor-
tation. Tremendous redundancy exists in the administration,
procurement and accounting of federal transportation pro-
grams.
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Phase-out federal funding for transportation operating as-
sistance to AMTRAK and mass transit.

Prioritize federal highway, transit and aviation transpor-
tation dollars on projects of national significance, through
elimination of highway demonstration program funding.

Privatize FAA air traffic control (ATC) operations. This will
allow for the elimination of current federal procurement regu-
lations on the FAA, provide private sector management tech-
niques for both procurement and personnel decisions, and pro-
vide ATC needed access to capital markets for modernization
activities. Most importantly, this action will lead to increased
safety. Today's antiquated technology is one of the largest con-
cerns to air service in the U.S. Only the efforts of ATC employ-
ees and technicians allows the current system to function. But
without modernization, coupled with predictions that air travel
will double over the next two decades, the current system will
begin to fail without restructuring the FAA and ATC.

Long-term goals for transportation infrastructure and financing
changes include:

Changes in current law allowing the private sector to invest
in public infrastructure projects. Testimony before the Commit-
tee by Ralph Stanley, Senior Vice President of United Infra-
structure Company, detailed the use of private sector funding
in 72 countries worldwide, totaling almost $680 billion. Many
American institutions, such as banks, insurance companies and
pension funds invest in these projects but are prohibited from
investing in infrastructure projects in the United States.

MAJOR MANDATORY ASSUMPTIONS IN THE COMMITTEE'S
RECOMMENDATION

The Committee’s recommendation assumes mandatory spending
levels of $22.2 billion in budget authority and a reduction of $45
million in outlays in 1996. The Committee’s recommendation as-
sumes the extension of transportation safety user fees set to expire
between 1996-2000.

Function 450: COMMUNITY AND REGIONAL
DEVELOPMENT

MAJOR PROGRAMS IN FUNCTION

This function includes funding for community and regional devel-
opment and disaster relief. The major programs are administered
through a variety of agencies including the Department of Housing
and Urban Development, Appalachian Regional Commission (ARC),
Tennessee Valley Authority, Economic Development Administra-
tion (EDA), Bureau of Indian Affairs, Federal Emergency Manage-
ment Agency, and the Department of Agriculture.

In 1995, $9.2 billion in budget authority and $11.6 billion in out-
lays will be spent on community and regional development. Ap-
proximately 97 percent of this function is discretionary. In 1995,
six programs—Community Development Block Grants, Disaster
Loans and relief, BIA operations, rural water and waste water
grants , and economic development grants, accounted for approxi-
mately 86 percent of the spending in this function.
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Spending in Function 450 holds relatively steady over the 1995—
2000 period, budget authority remains at $9.1 billion in 1996-99
and decreases to $9.0 billion in 2000. Outlays decrease from $11.6
billion in 1995 to $8.9 billion in 2000.
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SUMMARY OF COMMITTEE RECOMMENDATION

The Committee recommendation assumes $5.8 billion budget au-
thority and $9.8 billion in outlays in 1996 for programs and activi-
ties in Function 450. Spending would decline over the 1996-2002
period, falling to $4.4 billion in budget authority and $5.0 billion
in outlays by 2002. Over the seven-year period 1996-2002, $35.4
billion in budget authority and $42.8 billion in outlays would be
spent on community and regional development, compared to $62.4
billion in budget authority and 62.9 billion in outlays assumed
under the current law baseline. Over the five year period 1996-
2000, $26.5 billion in budget authority and $32.9 billion in outlays
would be spent compared to the $46.3 billion in budget authority
and $52.2 billion in outlays that the President recommends.

MAJOR DISCRETIONARY ASSUMPTIONS IN THE COMMITTEE
RECOMMENDATION

The Committee recommendation assumes discretionary spending
levels of $5.9 billion in budget authority and $10.2 billion in out-
lays in 1996, a reduction of $2.9 billion in budget authority and
$0.1 billion in outlays from the 1995 level. This spending would de-
cline to $5.2 billion in budget authority and $5.5 billion in outlays
in 2002. The Committee recommendation assumes the following
major policy options to achieve the recommended funding levels:

Terminate lower priority commissions and corporations—the
Pennsylvania Development Corporation, the National Capitol
Planning Commission, and the Commission on Fine Arts.

Reduce community development block grants by 50 percent
and target funds to the most needy areas. This option reduces
outlays by $7.6 billion over 1996-2000. The Committee recog-
nizes the unique trust relationship between the U.S. Govern-
ment and the nation’s Indian tribes and pueblos. That trust re-
lationship is based upon a government-to-government principle
embodied in treaties and subsequent actions by both the Exec-
utive and Legislative Branches of Government, and the courts.
The Committee acknowledges this trust relationship, and as-
sumes that programs serving Native Americans through the
Bureau of Indian Affairs will be given priority consideration for
ongoing federal support.

Consolidate and streamline several rural development pro-
grams into a single rural development block grant, reducing
outlays by $0.7 billion over 1996-2000. A GAO report, “Patch-
work of Federal Programs Needs to be Reappraised,” July
1994, identified over 600 programs which address rural devel-
opment and/or influence economic well being. The report also
states that the web of Federal policies, programs, and regula-
tions make the delivery of assistance inefficient and costly to
use.

Phase-out the Appalachian Regional Commission, reducing
outlays by $0.5 billion over 1996-2000.
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MAJOR MANDATORY ASSUMPTION IN THE COMMITTEE
RECOMMENDATION

The Committee recommendation assumes mandatory spending
levels of $-0.1 billion in budget authority and $-0.4 billion in out-
lays in 1996. This spending would decline to $-0.8 billion in budget
authority and $-0.5 billion in outlays in 2002. The Committee rec-
ommendation assumes the following major policy options to achieve
the recommended funding levels:

Eliminate the flood insurance subsidy for buildings con-
structed before January 1, 1975, reducing outlays by $2.0 bil-
lion over 1996-2000.

Function 500: EDUCATION, TRAINING, EMPLOYMENT
AND SOCIAL SERVICES

MAJOR PROGRAMS IN FUNCTION

Function 500 includes a total of 321 programs. These programs
include all those in the Department of Education, the Administra-
tion for Children and Families (ACF), and the Administration on
Aging (AOA) in the Department of Heath and Human Services, cer-
tain job training programs in the Department of Labor, and certain
independent agencies such as the Institute for Museum Services,
the National Endowment for the Arts and Humanities (NEA and
NEH), and the Corporation for Public Broadcasting (CPB).

In 1995, $58.1 billion in budget authority and $54.7 billion in
outlays will be spent on Education, Job Training, and Social Serv-
ices. Total baseline spending for this function in 1996 is $56.4 bil-
lion in budget authority and $55.7 billion in outlays. The bulk of
this spending, 74 percent, is in the discretionary area with $42 bil-
lion in budget authority and $41.2 billion in outlays for discre-
tionary programs. The category of funding which receives the most
funding in this function is elementary and secondary education,
projected at 37 percent, or $15.6 billion in budget authority and
$15.5 billion in outlays.

From current law, total spending in this function is expected to
grow by $2.9 billion in budget authority and $4.5 billion in outlays
over the next five years, according to the President’s plan. All
growth will occur within the discretionary spending category. This
increase is targeted primarily toward Education Reform, and Social
Services programs such as National and Community Service and
Head Start. While discretionary spending will rise by $6.7 billion
in BA and $8.6 billion in outlays, the President’'s budget proposes
net savings of $241 million in BA and $33 million in outlays for
1996.
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SUMMARY OF COMMITTEE RECOMMENDATION

The Committee’s recommendation assumes $48.1 billion in budg-
et authority and $51.7 billion in outlays in 1996 for programs and
activities in Function 500. Spending would decline over the 1996-
2002 period, falling to $47.4 billion in budget authority and $46.9
billion in outlays by 2002. Over the seven-year period 1996—2002,
$333 billion in budget authority and $334 billion in outlays would
be spent on education, training, and social services, compared to
$399 billion in budget authority and $394 billion in outlays as-
sumed under the current law baseline.

Over the five year period 1996—2000, $238 billion in budget au-
thority and $241 billion in outlays would be spent compared to the
$287 billion in budget authority and $285 billion in outlays rec-
ommended by the President.

MAJOR DISCRETIONARY ASSUMPTIONS IN COMMITTEE
RECOMMENDATION

The Committee’s recommendation assumes discretionary spend-
ing levels of $36.6 billion in budget authority and $39.4 billion in
outlays in 1996, a reduction of $5.2 billion in budget authority and
$108 million in outlays from the 1995 level. This spending would
decline to $35.6 billion in budget authority and outlays in 2002.
The Reported resolution assumes the following major policy options
to achieve the recommended funding levels:

In order to achieve a balanced budget by the year 2002, the re-
ported resolution assumes that many discretionary programs are
reduced below the 1995 funding level. However, the Committee in-
tends to hold the line on major programs targeted at the disadvan-
taged. For instance the recommendation assumes that current law
funding of major programs such as Chapter 1, Head Start, Special
Education, Pell Grants, and Community Services Block Grant is
maintained.

The Committee’s recommendation starts from the premise that
the Federal government is too big and its reach is too wide. It as-
sumes the consolidation of many Federal programs resulting in
savings to the Federal government and increased flexibility for
States in the development and implementation of programs. For ex-
ample, the recommendation assumes the consolidation of 60 job
training programs with a reduction in overall funding of 25 per-
cent.

The size of the Federal Government is reflected in the Depart-
ment of Education. Currently, the Department of Education funds
240 categorical programs. The Department’s first budget year as a
cabinet agency was FY 1980. At that time, the budget was just
over $14 billion, funding about 150 programs. That budget has
more than doubled since that time. The Committee’s recommenda-
tion accepts the bulk of the President’s recommendations for elimi-
nating over thirty small education programs. For the Parents as
Teachers program, which provides parent education and early
intervention for children in a family focused manner, the Commit-
tee recommendation assumes that funding would continue under
the Fund for the Improvement of Education.
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For Impact Aid, the Committee’s recommendation assumes a
slight reduction. The President’s budget, on the other hand, pro-
poses sharp reductions in Impact Aid totalling $779 million in
budget authority and $740 million in outlays. In addition, the
President’'s budget proposes to limit payments to those children liv-
ing on Indian lands and those of parents in the uniformed service
living on Federal lands.

The Committee’'s recommendation proposes a much smaller re-
duction in Impact Aid of 10 percent over the next seven years and
does not assume the strict programmatic changes proposed by the
President. There are certainly economic benefits from the presence
of federal activities in local jurisdictions. The reduction in the rec-
ommendation should result in targeting of the program to those
areas most in need of assistance.

The Committee’s recommendation acknowledges the growth in
the arts and humanities and the existing and potential private sec-
tor support for these programs by reducing the Federal role in
these activities. Private giving to the arts and humanities is esti-
mated to be $9.6 billion in 1993. More than 80 percent of support
for public broadcasting comes from sources other than the Federal
government. The Committee recommendation assumes that fund-
ing for the National Endowment for the Arts and Humanities will
be reduced by 50 percent. In addition, the Committee recommends
that expanded advertising be allowed by the Corporation for Public
Broadcasting in order to further encourage private support and
help offset the Federal investment. The Committee cautions that
such advertising should be in keeping with the essential non-com-
mercial character of public broadcasting and in a way that respects
its public service mission.

The Federal government has provided volunteer opportunities
through a number of longstanding programs including the Peace
Corps, VISTA, and the Foster Grandparents program. The Commit-
tee notes the growth in duplicative Federal programs and proposes
terminations and consolidations in many instances. One such pro-
gram assumed to be terminated under the Committee rec-
ommendation is the AmeriCorps program. This program provides
participants with educational awards and other benefits in ex-
change for public service. The program which is not means tested
provides participants with educational awards, a living allowance,
and health and child care benefits if needed. The average annual
cost for a full time participant in this program is $19,725. This
level of funding could provide 8 students with a maximum Pell
Grant award.

The Committee recognizes the unique trust relationship between
the U.S. Government and the nation’s Indian tribes and pueblos.
That trust relationship is based upon a government-to-government
principle embodied in treaties and subsequent actions by both the
Executive and Legislative Branches of Government, and the courts.
The Committee acknowledges this trust relationship, and assumes
that education programs serving Native Americans, including those
administered through the Office of Indian Education, will be given
priority consideration for ongoing federal support.
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MAJOR MANDATORY ASSUMPTIONS IN THE COMMITTEE
RECOMMENDATION

The Committee recommendation assumes mandatory spending
levels of $11.5 billion in budget authority and $12.3 billion in out-
lays in 1996, $2.9 billion in budget authority and $2.2 billion in
outlays below current law. Spending would decrease slightly from
1996-2002, to $11.8 billion in budget authority and $11.2 billion in
outlays in 2002. The Committee recommendation assumes the fol-
lowing major policy options to achieve the recommended funding
levels:

The Committee recommendation assumes the privatization of the
Student Loan Marketing Association (Sallie Mae). Sallie Mae was
created by Congress in 1972 to help ensure access to guaranteed
student loans by providing liquidity to private lenders making such
loans. The Committee concurs with the view expressed by Senator
Gorgon’s working group on privatization that there is no longer a
need for a government sponsored enterprise to act as a secondary
market for student loans. Now is the time to relieve taxpayers of
this implicit liability of more than $50 billion, which is associated
with the activities of this GSE. In addition, it is appropriate that
the federal government benefit from the success of Sallie Mae, due
in part to its status as a GSE.

Therefore, the Committee recommendation assumes that Sallie
Mae will released from its harter and its corresponding obligations
of payment in the form of “offset fees.” In exchange, the Committee
assumes that Sallie Mae will pay and exit fee to the federal govern-
ment. The form should be determined by the appropriate authoriz-
ing committees, and be structured in such a way as to enhance the
long term stability and success of Sallie Mae as a fully private com-
pany.

For student loans, the Committee recommendation assumes the
currently projected student loan volume growth of $26.6 billion in
loans for 1996 and totalling $151.4 billion over the next five years.
The current interest rate calculation and caps would remain under
the Committee recommendation.

The Committee recommendation would introduce greater parity
in the direct and guaranteed loan programs. For example, State
risk sharing for student loan defaults by requiring current default
fee to be based upon both guaranteed loans and direct loans.

Current law only requires the fee to be based on guaranteed loan
volume. In addition, the Committee is aware that the Labor Com-
mittee is considering legislation to limit the growth of direct stu-
dent loans. The Committee understands that benefits will not
change for students but that any costs associated with implement-
ing such a proposal would be borne by the private sector partici-
pants whose industries would benefit from greater involvement in
the student loan program.

The Committee recommendation would increase graduate and
professional students’ responsibility for education expenses by re-
moving government interest rate subsidies. The Committee notes
that for these students, interest would not accrue on their under-
graduate loans until they complete their graduate education. It is
only on the additional loans for those final years of advanced edu-
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cation, that interest would accrue. Graduate and professional stu-
dents would continue to receive the benefits of capped interest
rates on their loans, Federal guarantees, opportunities to defer
payments in case of economic hardship, the ability to consolidate
their loans at capped interest rates, and the opportunity to partici-
pate in a number of Federal fellowship programs targeted specifi-
cally toward graduate students. Unlike the President, the reported
resolution assumes no reductions in these fellowship programs.

The Committee recommendation assumes a 20 percent reduction
in the Social Services Block Grant Program. This reduction relates
to the growth in other social services programs such as the Child
Care and Development Block Grant. Data from States relating to
the use of Social Services Block Grant funds points to the fact that
they were spending an average of 15 percent of funds on child care.

The Committee recommendation retains individual entitlement
for at-risk youth in Foster Care and Adoption Assistance programs
and standardizes Federal match rates for those programs at 50
percent. The Committee notes that the Finance Committee will
likely address any adjustments to these programs in comprehen-
sive welfare reform.

MAJOR PROGRAMS IN FUNCTION

Function 550 includes mandatory spending for Medicaid and the
retiree portion of the Federal Employees Health Benefits (FEHB)
program. On the discretionary side, this function includes health
services, health education and training, the National Institutes of
Health, the Center for Disease Control and Prevention, the Indian
Health Service, and consumer and occuptional health and safety
programs administrated by several agencies. Function 550 com-
prises all Federal health spending, with two major exceptions:
Medicare and health benefits for Federal civilian and military em-
ployees. Note that the Committee’s tables include savings from
changes to health benefits for Federal civilian employees in func-
tion 550.
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SUMMARY OF COMMITTEE RECOMMENDATION

The Committee recommendation assumes $120.1 billion in budg-
et authority and $120.6 billion in outlays in 1996 for programs and
activities in Function 550. Spending would increase by 29 percent
over the 1996-2002 period, rising to $149.6 billion in budget au-
thority and $149.5 billion in outlays by 2002. Over the seven-year
period 1996-2002, $951.9 billion in budget authority and $951.4
billion in outlays would be spent in function 550, compared to
$1.155 trillion in budget authority and $1.154 trillion in outlays in
the current law baseline. Over the five year period 1996—-2000,
$657.0 billion in budget authority and outlays would be spent com-
pared to the $754.8 billion in budget authority and $754.7 billion
that the President recommends.

MAJOR DISCRETIONARY ASSUMPTIONS IN THE COMMITTEE
RECOMMENDATION

The Committee recommendation assumes discretionary spending
levels of $20.0 billion in budget authority and $20.5 billion in out-
lays in 1996, a decrease of $2.8 billion in budget authority and $1.8
billion in outlays from the 1995 level. This spending would decline
to $18.8 billion in budget authority and outlays in 2002.

The Committee recommendation assumes full funding for the
Center for Disease Control and Prevention and the Food and Drug
Administration (except for new construction). The Committee rec-
ommendation assumes full funding for the Indian Health Service,
for the Substance Abuse and Mental Health Services Administra-
tion, and for all AIDS and HIV-related programs.

Indian Health Service.—The Committee recognizes the unique
trust relationship between the U.S. Government and the nation’s
Indian tribes and pueblos. That trust relationship is based upon a
government-to-government principle embodied in treaties and sub-
sequent actions by both the Executive and Legislative Branches of
Government, and the courts. The Committee acknowledges this
trust relationship, and assumes that health programs serving Na-
tive Americans, especially through the Indian Health Service, will
be given priority consideration for ongoing federal support.

The Committee recommendation assumes the following major
policy options to achieve the recommended funding levels:

Consolidate 19 Public Health Service programs into a State
Health Block grant. An asterisk (*) in the list below means that the
President proposed consolidating this program into one of five
“health centers”. The nineteen programs are:

. National Health Service Corps & NHSC recruitment*
. Hansen’s disease center

. Pacific basin initiative*

. Payment to Hawaii for the treatment of Hansen'’s disease*
. Public housing health services*

. Alzheimer’s demonstration grants*

. Native Hawaiian health care*

. Nursing loan repayment*

. Maternal and child health block grant

10. Healthy start

11. Pediatric emergency medical services*

OCO~NOUIRAWNE
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12. Health teaching facilities

13. Health care facilities

14. Organ transplantation

15. Trauma care demonstration*

16. Family planning

17. Health services outreach demonstration*
18. Rural health research

19. State offices of rural health*

The Committee recognizes that block grants represent a signifi-
cant change in the fiscal relationship between the States and the
Federal government. Such a change can take time to implement.
The Committee urges the authorizing and appropriations commit-
tees to consider, where appropriate, other means of achieving the
first year savings targets to provide States with the time necessary
to adapt to a block grant.

Terminate the Office of the Assistant Secretary for Health
(OASH) in the Department of Health and Human Services. The
Mark assumes that the $1.7 million for HIV program coordination
would not be terminated, and that this function would be trans-
ferred elsewhere within the Department. OASH has fourteen Dep-
uty Assistant Secretaries, and it is unclear what are the direct line
responsibilities of this office.

Reduce funding for the Agency for Health Care Policy and Re-
search by 75 percent. The support materials for the Chairman’s
Mark incorrectly stated that AHCPR was intended to be the pri-
mary administrator of comprehensive health reform. The Commit-
tee staff apologize for this error.

Reduce funding for the Occupational Safety & Health Adminis-
tration (OSHA) and the Mine Safety & Health Administration
(MSHA) by 50 percent, and terminate the outdated OSHA/MSHA
Review Commission.

Terminate construction of the new Food and Drug Administra-
tion (FDA) campus. The Committee notes that this termination is
included in the current rescission bill. The Committee rec-
ommendation therefore assumes no further changes to FDA fund-
ing over the next seven years.

Reduce funding for the National Institutes of Health by 10 per-
cent. The Committee recommendation assumes that none of this re-
duction would occur in AIDS or HIV-related areas. According to the
Congressional Budget Office, “a reduction in funding for NIH re-
search could be justified by its rapid growth in recent years. Be-
tween 1984 and 1994, NIH expenditures more than doubled. . . .
Because funding for [competitively awarded] research projects is
based on a rating system, the least promising projects would be
dropped.” In addition, CBO notes that “between 1982 and 1992,
private-sector spending for health research and development more
than doubled, even exceeding the increase in NIH spending.” The
Committee recommendation assumes that 1996 funding would be
10 percent lower than its 1995 level ($10.2 billion vs. $11.3 billion).
This new level of funding would be maintained through 2002. The
Committee notes that NIH spending would still comprise more
than half of non-Medicaid spending in function 550.

Federal agencies would follow the lead of the private sector by
contributing a fixed dollar amount to Federal employees’ health
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plans, thus encouraging Federal employees to make more cost-ef-
fective decisions in the allocation of their compensation. This fixed
dollar amount would be indexed to inflation. Federal agencies
would no loner provide extra subsidies to those Federal employees
who choose more expensive health plans. Federal employees would
be able to avoid most of the burden of this policy change by choos-
ing more cost-effective health plans. Those Federal employees who
continued to choose more expensive health plans would bear the
full economic burden of that decision. It is unclear why, in an era
in which health spending is rapidly spiraling upward, the Federal
government should continue to encourage employees to purchase
more expensive health plans. These savings are included in func-
tion 550, and not in the functions in which the Federal employees
are distributed.

MAJOR MANDATORY ASSUMPTIONS IN THE COMMITTEE
RECOMMENDATION

The Committee recommendation assumes mandatory spending
levels of $100.1 billion in budget authority and $100.0 billion in
outlays in 1996, an increase of $5.6 billion in budget authority and
$6.0 billion in outlays from the 1995 level. This spending would in-
crease by 39 percent to $130.9 billion in budget authority and
$130.7 billion in outlays in 2002. The Committee recommendation
assumes the following major policy options to achieve the rec-
ommended funding levels:

As for current Federal employees (see above), the Federal govern-
ment would follow the lead of the private sector by contributing a
fixed dollar amount to federal retirees's health plans, thus encour-
aging Federal retirees to make more cost-effective decisions in the
allocation of their compensation. This fixed dollar amount would be
indexed to inflation. The Federal government would no longer pro-
vide extra subsidies to Federal retirees who choose more expensive
health plans.

MEDICAID ASSUMPTION IN THE COMMITTEE RECOMMENDATION

Over the seven-year period 1996-2002, the Committee rec-
ommendation assumes total Federal Medicaid spending of $780.0
billion, compared to $954.8 billion in outlays in the current law
baseline. Over the seven years, total Federal Medicaid outlays
would grow at an average of 5.0 percent per year. The Committee
recommendation assumes that Federal Medicaid spending would
grow faster than 5 percent in the first few years, and would grow
4 percent per year in the last few years. The Committee rec-
ommendation assumes that the Federal Medicaid baseline after
2002 would grow 4 percent per year.

These Medicaid outlay levels could be achieved in several ways,
including:

A Medicaid block grant, in which Federal payments to states
grew at the following rates form the 1995 Federal base level:

after
1996 1997 1998 1999 2000 2001 2002 2002

Benefits and administration (DErcent) ........comernernsernns 8% % 6% 5% 4% 4% 4% 4%
DSH (percent) ........ RSN 0 0 0 0 0 0 0 0
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An across-the-board reduction of each state’s matching rate
could achieve the necessary savings over seven years. Further
programmatic reforms would be needed to slow the growth rate
in the later years.

The Committee recommendation is designed to be compatible
with a wide range of Medicaid restructuring proposals. The Com-
mittee recommendation makes no assumption about individual en-
titlement, eligibility groups, benefits, payment rates, financing
structures, or the distribution of Federal funds among the states
within the total Federal funding levels specified.

The Committee recommendation assumes the present ratio of
Federal to State funding (57% Federal, 43% State) would continue.

The Committee recognizes that block grants represent a signifi-
cant change in the fiscal relationship between the States and the
Federal government. Such a change can take time to implement.
The Committee urges the authorizing and appropriations commit-
tees to consider, where appropriate, other means of achieving the
first year savings targets to provide States with the time necessary
to adapt to a block grant.

Function 570: MEDICARE
MAJOR PROGRAMS IN FUNCTION

Function 570 includes only the Medicare program. This entitle-
ment program pays to health care providers for health services pro-
vided to senior citizens and disabled beneficiaries. Medicare is di-
vided into two parts: Hospital Insurance (Part A) and Supple-
mentary Medical Insurance (Part B). Medicare Part A is financed
by a 2.9 percent payroll tax on current workers, by the 1993 in-
creases in income tax on Social Security benefits, and by general
revenue payments denoted as interest on trust fund assets. Medi-
care Part B is financed 31 percent by premium payments from cur-
rent beneficiaries, and 69 percenby by payments from general reve-
nues.
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PROJECTED MEDICARE INSOLVENCY

In their 1995 Annual Report to the Congress, the Medicare
Trustees recently announced that the Medicare Hospital Insurance
Trust Fund will be insolvent seven years from now, in the year
2002. The Trustees conclude that “the HI program is severely out
of financial balance and the Trustees believe that the Congress
must take timely action to establish long-term financial stability
for the program.”

The Committee recommendation has been strongly influenced by
current and past Trustees’ reports, by recent testimony of the Pub-
lic Trustees, and by the statement of the two Public Trustees.

The Public Trustees have issued their own bipartisan statement
each year. This statement is attached to the full Board of Trustees’
annual report. The Public Trustees have a different recommenda-
tion than the full Board of Trustees. The full text of the Medicare
portion of their statement is included here.

Both the Hospital Insurance Trust Fund and the Supple-
mentary Medical Insurance Trust Fund show alarming fi-
nancial results. The HI Trust Fund continues to be se-
verely out of financial balance and is projected to be ex-
hausted in about 7 years. The SMI Trust Fund, while in
balance on an annual basis, shows a rate of growth of costs
which is clearly unsustainable. Moreover, this fund is pro-
jected to be 75 percent or more financed by general reve-
nues, so that given the general budget deficit problem, it
is a major contributor to the larger fiscal problems of the
nation.

The Medicare program is clearly unsustainable in its
present form. We had hoped for several years that com-
prehensive health care reform would include meaningful
Medicare reforms. However, with the results of the last
Congress, it is now clear that Medicare reform needs to be
addressed urgently as a distinct legislative initiative. We
also strongly believe that Medicare reform should be in-
cluded as an integral part of any broader health care re-
form initiative which may be considered in the future.”

There are basic questions with the scale, structure, and
administration of the Medicare program that need to be
addressed. For example, is it appropriate to have a Part A
and Part B today, or should this legacy of the political
process that enacted Medicare in the mid-1960s be revised
to create a unified program? Is it appropriate to combine
participants’ social insurance tax contributions for Part A
and premium payments for approximately one-quarter of
Part B with general revenues? If so, what should be the
proper combination of beneficiary premiums, taxpayer so-
cial insurance contributions, and general revenues? How
are each of these kinds of revenue sources to be justified
and what rights to benefits and responsibilities to pay ben-
efits are thereby established? How can the program be-
come more cost-effective? How can fraud, abuse and waste
be better controlled?
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We feel strongly that comprehensive Medicare reforms
should be undertaken to make this program financially
sound now and over the long term. The idea that reduc-
tions in Medicare expenditures should be available for
other purposes, including even other health care purposes,
is mistaken. The focus should be on making Medicare itself
sustainable, making it compatible with OASDI, and mak-
ing both Social Security and Medicare financially sound in
the long term.

We strongly recommend that the crisis presented by the
financial condition of the Medicare Trust Funds be ur-
gently addressed on a comprehensive basis, including a re-
view of the program’s financing methods, benefit provisions,
and delivery mechanisms. Various groups should be con-
sulted and reform plans developed that will not be disrup-
tive to beneficiaries, will be fair to current taxpayers who
will in the future become beneficiaries, and will be compat-
ible with government finances overall. (emphasis in the
original)

The Committee recommendation is based on the recommenda-
tions of the Public Trustees. Specifically, the Committee rec-
ommendation addresses both the short and long-term insolvency of
the entire Medicare program. Based on the recommendations of the
Public Trustees and experts, the Committee urges the Congress to
think about Medicare in its entirety, and not to be bound by histor-
ical distinctions between parts A and B.

The Committee recommendation assumes that:

Medicare reform will be addressed urgently as a distinct leg-
islative initiative;

comprehensive Medicare reforms will be undertaken this
year to make the program financially sound now;

reductions in the rate of growth of Medicare expenditures
will be focused on making Medicare itself sustainable;

a special bipartisan commission will be created to address
the long-term solvency of Medicare;

this commission will address the questions raised by the
Public Trustees; and

this commission will review the program’s financing meth-
ods, benefit provisions, and delivery mechanisms.

SUMMARY OF COMMITTEE RECOMMENDATION

The Committee recommendation assumes $171.9 billion in budg-
et authority and $169.5 billion in outlays in 1996 for Medicare.
Spending would increase by 59 percent over the 1996—-2002 period,
rising to $258.9 billion in budget authority and $256.7 billion in
outlays by 2002. Over the seven year period 1996-2002, Medicare
would grow at an average annual rate of 6.9 percent. Over the
seven-year period, $1.472 trillion in budget authority and $1.458
trillion in outlays would be spent on Medicare, compared to $1.728
trillion in budget authority and $1.713 trillion in outlays in the
current law baseline. Over the five year period 1996-2000, $974.1
billion in budget authority and $964.2 billion in outlays would be
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spent, compared to the $1.105 trillion in BA and $1.095 trillion in
outlays that the President recommends.

MAJOR DISCRETIONARY ASSUMPTIONS IN THE COMMITTEE
RECOMMENDATION

The Committee recommendation assumes discretionary spending
levels of $3.0 billion in budget authority and outlays in 1996, the
same as the 1995 level. This spending would remain constant for
the next seven years.

Discretionary spending in function 570 is entirely for the admin-
istration of Medicare. The Committee recommendation assumes no
changes to discretionary spending in Medicare.

MAJOR MANDATORY ASSUMPTIONS IN THE COMMITTEE
RECOMMENDATION

The Committee recommendation assumes mandatory spending
levels of $168.9 billion in budget authority and $166.5 billion in
outlays in 1996, an increase of $10.7 billion in budget authority
and $10.2 billion in outlays from the 1995 level. Spending would
increase by 62 percent over the 1996—2002 period, rising to $255.9
billion in budget authority and $253.7 billion in outlays by 2002.
The 2002 outlay level is 62 percent higher than the 1995 outlay
level. This represents an average annual growth rate of 7.2 per-
cent.

Even in real (inflation-adjusted) per capita terms, Federal spend-
ing for Medicare still grows in the Chairman’s mark. In 1995, Fed-
eral per capita Medicare spending is about $4950 per beneficiary.
In 2002, under the Committee recommendation, Federal per capita
Medicare spending is about $6400 per beneficiary, a 29 percent in-
crease over seven years. After adjusting for inflation, Federal per
capita spending in 2002 would still rise by about $100, to about
$5050 per beneficiary.

Function 600: INCOME SECURITY

Function 600, Income Security includes a broad range of pro-
grams including the federal retirement programs, the major cash
and in-kind welfare programs, housing programs, and nutrition
programs. These programs are administered by many departments
in the federal government including the Department of Health and
Human Services, the Office of Personnel Management, the U.S. De-
partment of Agriculture, the Railroad Retirement Board, the Social
Security Administration, and the Department of Housing and
Urban Development.

Of the $222 billion in total 1995 outlays in this function, $185
billion (83 percent) is spent on entitlement programs. Six manda-
tory programs account for $171 billion of outlays. The six programs
are the major cash and in-kind entitlement welfare programs: Sup-
plemental Security Income (SSI), Aid to Families with Dependent
Children (AFDC), Unemployment Insurance, and Food Stamps, as
well as outlays for the Earned Income Tax Credit (EITC) and fed-
eral civilian and military retirement and disability programs. The
federal retirement programs alone account for $65 billion or 30 per-
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cent of the 1995 outlays. (Social Security benefits are found in func-
tion 650.)

Total spending in function 600 is expected to grow by 39 percent,
from $222.2 billion in outlays in 1995 to $308.9 billion in 2002. By
2002, SSI is expected to grow 93 percent from $24.3 billion to $46.8
billion. The growth is attributable to new classes of eligible bene-
ficiaries and, regulatory and court ordered expansion. Also growing
faster than function 600 average of 39 percent are Food Stamps
which is projected to grow by 46 percent from $25.1 billion to $36.6
billion and EITC which is projected to grow 62 percent from $17.3
billion to $28.0 billion in 2002.

Of the $38.7 billion in discretionary spending in this function in
1995, about two-thirds is devoted to housing programs, with the
rest spent on social service and nutrition programs like the Low In-
come Home Energy Assistance (LIHEAP) and the Special Supple-
mental Food Program for Women, Infants and Children (WIC).
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SUMMARY OF COMMITTEE RECOMMENDATION

The Committee recommendation assumes $226.3 billion in budg-
et authority and $225.9 billion in outlays in 1996 for programs and
activities in Function 600. Spending would increase by 29 percent
(over 4% annually) over the 1996-2002 period, rising to $292.4 bil-
lion in budget authority and $292.2 billion in outlays by 2002. Over
the seven-year period 1996-2002, $1.808 trillion in outlays would
be spent on income security functions, compared to $1.891 trillion
assumed under the current law baseline. Over the five year period
1996-2000, $1.242 trillion in budget authority and $1.238 trillion
in outlays would be spent compared to the $1.290 trillion in budget
authority and $1.323 trillion in outlays that the President rec-
ommends.

MAJOR DISCRETIONARY ASSUMPTIONS IN THE COMMITTEE
RECOMMENDATION

The Committee recommendation assumes discretionary spending
levels of $37.7 billion in budget authority and $39.7 billion in out-
lays in 1996, an increase of $4.0 billion in budget authority and
$0.5 billion in outlays from the 1995 level. This spending would in-
crease to $43.0 billion in budget authority and $45.2 billion in out-
lays in 2002. The Committee recommendation assumes the follow-
ing major policy options to achieve the funding levels in the resolu-
tion:

Addition of all funds necessary to renew contracts for housing as-
sistance (section 8) that will expire over the next seven years,
amounting to $75.8 billion in budget authority and $39.9 billion in
outlays. Because the number of such renewals in 1995 is less than
the number of renewals that will be necessary in later years, pro-
viding only the 1995 level of funding in those years would not be
sufficient to renew all expiring contracts. Providing the additional
funds will ensure that those currently receiving housing assistance
will not lose their assistance.

Preserve as currently structured and maintain funding at the
1995 level the elderly housing program (section 202), the disabled
housing program (section 811), and the Housing Opportunities for
Persons with AIDS program. In addition, all current funding for
Native American housing programs would be grouped into a sepa-
rate program and maintained.

A block grant incorporating most existing public housing pro-
grams and another block grant making eligible most existing hous-
ing assistance programs. By removing overly strict federal rules for
a confusing array of housing programs and turning the funds over
to states and public housing authorities, more efficient use can be
made of the housing funds that are provided. Block grants would
allow the termination of a few remaining programs that are no
longer needed, such as special purpose grants and pension fund
partnerships, as well as reduce administrative costs, thereby reduc-
ing spending by $5.7 billion over the next five years.

An additional $1.9 billion in funds for the Special Supplemental
Food Program for Women, Infants and Children (WIC). No cuts in
funding for the Child Care Development Block Grant (CCDBG).
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Additional funds for the Social Security Administration to fund
Continuing Disability Reviews (CDR) in Supplemental Security In-
come to ensure that those who no longer need services do not con-
tinue to receive benefits, and to fight fraud and abuse.

MAJOR MANDATORY ASSUMPTIONS IN THE COMMITTEE
RECOMMENDATION

The Committee recommendation assumes mandatory spending
levels of $188.6 billion in budget authority and $186.2 billion in
outlays in 1996, a decrease of $5.9 billion in outlays from the 1996
projected level. Spending would rise to $246.9 billion in outlays or
33 percent over the 1996-2002 period. The Committee recommenda-
tion assumes the following major policy options to achieve the fund-
ing levels resolution:

$47 billion over 5 years, and $80 billion over 7 years in savings
from Welfare Reform (of which $45 billion over 5 years is in func-
tion 600.) Over the period of 1996-2002, the Committee rec-
ommends funding of over $800 billion for Food Stamps, SSI, EITC,
AFDC, Child Care and Child Nutrition.

Return responsibility for welfare to the States. The Committee
recommendation assumes a restructuring of the existing welfare
system by returning power and responsibility to the States. One
way to turn power back to the States would be through block
grants with strings attached only to ensure that funds are used ef-
ficiently and effectively. The block grants would be available with
no coverage mandates so States could craft programs appropriate
to the problems of the State, and even regions in the State. Finally,
States would receive a guaranteed amount for five years so States
can plan effectively. States would be allowed to maintain a rainy
day fund from their welfare reform savings as a contingency for fu-
ture needs.

Child Support Enforcement reform. The Committee recommenda-
tion assumes a reinvigorated child support enforcement system
that will reward States for good performance and provide strong in-
centives for poorly performing States to improve their system. In
exchange for a performance based financing system, States will be
given vast flexibility to improve child support collections free from
the current process-driven federal mandates. States would be en-
couraged to privatize child support functions, move away from the
court-based paper bound system and recover costs from absent par-
ents who try to bog down the process.

An effective and efficient child support system will reduce public
assistance costs, give single parents leaving welfare a basic amount
of income, and avoid welfare costs in the future. Advocates point
out that an effective child support system over the long term could
have profound societal effects which could alleviate structural wel-
fare problems.

In a Sense of the Senate provision, the Committee passed lan-
guage encouraging social service funding to be provided in block
grants where feasible. The Committee recognizes that block grants
represent a significant change in the fiscal relationship between
the States and the Federal government. Such a change can take
time to implement. The Committee urges the authorizing and ap-
propriations committees to consider, where appropriate, other



76

means of achieving the first year savings targets to provide States
with the time necessary to adapt to a block grant.

Targets funds to the neediest. No assumed reductions in the
School Lunch or School Breakfast programs. Currently 45 percent
of the Child and Adult Care Feeding Program (CACFP) benefits
families of four with incomes over $32,000. In lieu of a burdensome
means test, this proposal would decrease meal reimbursement
rates to upper income neighborhoods, while maintaining reimburse-
ments for children in family day care homes in low to moderate in-
come neighborhoods, and for low income providers. Maintains the
safety net of Food Stamps but reforms the program to target funds
to lower income beneficiaries. Under the Committee recommenda-
tion, Food Stamp expenditures will increase from $26 billion in
1995 to $30 billion in 2002, with total expenditures of nearly $200
billion over that period. The recommendation would also limit re-
ceipt of welfare benefits by aliens.

Conforms Congressional retirement to federal civilian retirement.
The Committee recommendation eliminates more generous pen-
sions currently available to Members of Congress and their staff.
The proposal conforms accrual rates and pension contributions to
the rates paid by federal civilian employees.

Restores the cost of living adjustment (COLA) for military retir-
ees to the date of COLAs for civilian retirees for all three years.
Assumes no reductions or delays in COLAs for federal retirees but
sets the basis of pension from the average of the top three highest
salaries to the private sector standard of the average of the five
highest annual salaries.

Accepts the President’s proposal for denying the Earned Income
Tax Credit (EITC) to undocumented workers, targets the credit to
working families and maintains indexing of the credit, but limits
prospective increases. Beneficiaries would not receive less in EITC
payments in 1996 than they receive in 1995 and the maximum
benefit would continue to rise each year. Under the Committee rec-
ommendation spending on EITC will increase 47 percent from $17
billion in 1995 to $25 billion in 2002 with total expenditures of
$154 billion over the period.
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Function 650: SOCIAL SECURITY
MAJOR PROGRAMS IN FUNCTION

Function 650 includes the Old Age and Survivors Insurance
(OASIS) program and the Disability Insurance (DI) program. Both
of these programs provide entitlement payments from the Social
Security trust funds. Both programs are financed by a 12.4 percent
payroll tax on wages of current worker up to a specified level
($61,200 in 1995), by income tax revenues on Social Security bene-
fits, and by general revenue payments denoted as interest on trust
fund assets. The Social Security trust funds are off-budget and are
displayed separately in the budget resolution.
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SUMMARY OF COMMITTEE RECOMMENDATION

The Committee recommendation assumes no changes to Social
Security.

The Committee recommendation assumes $354.3 billion in budg-
et authority and $354.2 billion in outlays in 1996 for programs and
activities in Function 650. Spending would increase by 43% over
the 1996-2002 period, rising to $483.7 billion in budget authority
and $482.2 billion in outlays by 2002. Over the seven-year period
1996-2002, $2.918 trillion in budget authority and $2.91 trillion in
outlays would be spent in Social Security, the same as the current
law baseline. Over the five year period 1996—2000, $1.974 trillion
in budget authority and $1.970 trillion in outlays would be spent
compared to the $1.976 trillion in BA and $1.975 trillion that the
President recommends.

MAJOR DISCRETIONARY ASSUMPTIONS IN THE COMMITTEE
RECOMMENDATION

The Committee recommendation assumes no changes to Social
Security.

MAJOR MANDATORY ASSUMPTIONS IN THE COMMITTEE
RECOMMENDATION

The Committee recommendation assumes no changes to Social
Security.

Function 700: VETERANS BENEFITS AND SERVICES
MAJOR PROGRAMS IN FUNCTION

Function 700 includes all programs directed toward veterans of
the armed services. Income security needs of disabled veterans and
survivors of deceased veterans are addressed through compensation
benefits, pensions and life insurance programs. Major education,
training and rehabilitation and readjustment programs include the
Montgomery Gl Bill, the Veterans Educational Assistance Pro-
gram, and the Vocational Rehabilitation and Counseling program.
The VA also provides veterans with guarantees on home loans and
farm loans. In 1995 slightly less than half of all spending, $17.7
billion, is for the Veterans Health Administration, which comprises
over 700 hospitals, nursing homes, domiciliaries, and outpatient
clinics.

Total VA 1995 spending is projected to be $38.2 billion in BA and
$37.2 billion in outlays. $19.5 billion or 53 percent of outlays is en-
titlement spending. Spending on veterans programs is projected to
rise by 18 percent to $43.7 billion in outlays by 2002. The main
growth in the veterans spending is due to veterans compensation,
a mandatory program, which is projected to increase 38 percent,
from $14.4 billion in 1995 to $19.8 billion in 2002, due in part to
judicial interpretation. Finally, the veteran population is declining,
and by 1999 the veteran population over 65 years old is expected
to peak and gradually decline.
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SUMMARY OF COMMITTEE RECOMMENDATION

The Committee recommendation assumes $37.2 billion in budget
authority and $37.1 billion in outlays in 1996 for programs and ac-
tivities in Function 700. Spending would increase slightly over the
1996-2002 period, rising to $38.7 billion in budget authority and
$40.4 billion in outlays by 2002. Over the seven-year period 1996—
2002, $264 billion in budget authority and $269 billion outlays
would be spent on veteran’s programs, compared to $281 billion in
budget authority and $284 billion in outlays assumed under the
current law baseline. Under the Committee’s recommendation per
capita veterans spending will rise from $1,416 to $1,611 per vet-
eran. Over the five year period 1996-2000, $187 billion in budget
authority and $189 billion outlays would be spent compared to the
$195.3 billion in budget authority and $194.7 billion in outlays that
the President recommends.

MAJOR DISCRETIONARY ASSUMPTIONS IN THE COMMITTEE
RECOMMENDATION

The Committee recommendation assumes discretionary spending
levels of $17.9 billion in budget authority and $18.9 billion in out-
lays in 1996, a reduction of $.5 billion in budget authority and $0.1
billion in outlays from the 1995 level. This spending would decline
to $17.2 billion in budget authority and $17.3 billion in outlays in
2002. The Committee recommendation assumes the following major
policy options to achieve the funding levels:

No changes in VA medical funding. While the President’s
Budget proposes an increase in 1996 for the VA medical sys-
tem, over time the recommended funding drops below the 1995
level. Under the Committee’s recommendation, spending on VA
health programs would be $780 million over the President’s
recommended level in 2000.

Phase out construction of VA facilities. By 1999, the veterans
population over 65 begins declining. Any major construction
will not be available for use by that date. The Committee is
concerned that, from a long term budget standpoint, to main-
tain quality the VA system would be burdened by facilities
that can not be filled or adequately staffed. Thus, the system
will be better served by using existing capacity.

The mark incorporates the needs for improvement, repairs,
new cemeteries, long term care facilities and conversion that
must be performed over the short term, but expects that past
1999 the VA system will use existing capacity.

In 1996, the committee assumes the 1995 level of funding for
general operating expenses less the funds for the one time
modernization effort in the 1995 base.

MAJOR MANDATORY ASSUMPTIONS IN THE COMMITTEE
RECOMMENDATION

The Committee recommendation assumes mandatory spending
levels of $19.5 billion in budget authority and $17.9 billion in out-
lays in 1996, $.4 billion in budget authority and outlays less than
under current law. Spending would increase to $21.5 billion and
$22.9 billion in outlays in 2002. The Committee recommendation
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assumes the following major policy options to achieve the funding
levels:

Makes no changes in compensation or in cost of living ad-
justments for all veterans currently receiving compensation
from service connected disabilities.

Repeals the “Gardner” decision that extended compensation
to VA medical patients suffering an adverse outcome in cases
where no fault was found with VA.

Targets compensation in the future to veterans disabled in
combat and veterans disabled during performance of duty.

Phases in a higher prescription co-payment for upper income
veterans.

Extends expiring current law provisions from the Omnibus
Reconciliation Act of 1993.

Restores the funding ratio for Gl Bill benefits to the pre-Gulf
War level.
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Function 750: ADMINISTRATION OF JUSTICE

MAJOR PROGRAMS IN FUNCTION

Function 750 includes the Department of Justice, the Judiciary,
Customs and other law enforcement functions in the Department
of Treasury, as well as independent agencies such as the Legal
Services Corporation. Programs in this function provide law en-
forcement protection, including civil rights enforcement, crime pre-
vention, funding for the care of prisoners and prison construction,
costs of the Judiciary, and appointed counsel or other legal services
for those in need.

Total spending in this function for 1995 is $18.5 billion in budget
authority and $18.2 billion in outlays. For 1996, the President is
requesting $21.9 billion in budget authority and $20 billion in out-
lays. Total spending in the function is expected to rise by $23.8 bil-
lion in budget authority and $19.8 billion in outlays through 2000.
The increase is due, primarily, to the enactment of the Violent
Crime Reduction Trust Fund which will provide funding to pro-
grams, primarily in this function, totaling $23.5 billion in budget
authority and $20.7 billion in outlays through 2000. A significant
amount of funding in this function is targeted toward discretionary
programs, with Federal law enforcement receiving $7.8 billion, or
33 percent in 1996.
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SUMMARY OF COMMITTEE RECOMMENDATION

The Committee recommendation assumes $20 billion in budget
authority and $19.5 billion in outlays in 1996 for programs and ac-
tivities in Function 750. Spending would increase slightly over the
1996-2002 period, rising to $21.7 billion in budget authority and
$23.1 billion in outlays by 2002. Over the seven-year period 1996—
2002, $149 billion in budget authority and $156 billion in outlays
would be spent on the administration of justice functions, compared
to $129 billion in budget authority and $128 billion in outlays as-
sumed under the current law baseline. Over the five year period
1996-2000, $106.2 billion in budget authority and $109.5 billion in
outlays would be spent compared to the $116.6 billion in budget
authority and $112 billion in outlays that the President rec-
ommends.

MAJOR DISCRETIONARY ASSUMPTIONS IN THE COMMITTEE
RECOMMENDATION

The Committee recommendation assumes discretionary spending
levels of $19.9 billion in budget authority and $19.5 billion in out-
lays in 1996, an additional $1.5 billion in budget authority and $2.5
billion in outlays from the 1995 level. This spending would rise to
$21.7 billion in budget authority and $23.1 billion in outlays in
2002. The Committee Recommendation assumes the following
major policy options to achieve the recommended funding levels:

In order to continue to fulfill the commitment the Congress made
last year to step up the Federal fight against violent crime, the
Committee recommendation assumes full funding of the law en-
forcement programs under the Violent Crime Reduction Trust
Fund. The reported resolution assumes over $4 billion in 1996 for
the Crime Trust Fund and over $25 billion through 2002.

While funding priorities under the discretionary spending caps
will be the determined by the Appropriations Committee, the Com-
mittee recommendation intends that spending under the Crime
Trust Fund be lowered by $2.7 billion and that an additional $2.7
billion be made available under the discretionary spending caps be
made available to provide additional funding for the INS, DEA,
FBI. It is the Committee’s intent that these programs maintain at
least current agent levels.

The Committee recommendation assumes that Legal Services
Corporation be funded at 65 percent of its current level of $415
million.

MAJOR MANDATORY ASSUMPTIONS IN THE COMMITTEE
RECOMMENDATION

The Committee recommendation assumes mandatory spending
levels of $241 million in budget authority and $192 million in out-
lays in 1996, $119 million lower in budget authority and outlays
from the current law level. Spending would decrease over the
1996-2002 period and the Committee recommendation assumes
savings of $173 million in budget authority and $172 million in
outlays for 2002. The Committee recommendation assumes the fol-
lowing major policy options to achieve the recommended funding
levels:
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The Committee intends that automation expenses of the Federal
Judiciary should be funded through the regular appropriations
process and thus assumes the termination of the Judiciary Auto-
mation Fund.

The Committee recommendation assumes that Judges’ pay, along
with Members of Congress and other high ranking Federal officials
will have their pay frozen until the Budget is balanced in 2002.

Function 800: GENERAL GOVERNMENT
MAJOR PROGRAMS IN FUNCTION

Function 800 consists of the activities of the Legislative Branch,
the Executive Office of the President, U.S. Treasury fiscal oper-
ations (including tax collection), personnel and property manage-
ment, and general purpose fiscal assistance to states, localities, and
U.S. territories.

In 1995, $13.3 billion in budget authority and $13.4 billion in
outlays will be spent on general government activities. About half
of the spending, $7.6 billion, is for the Internal Revenue Service.
Over 90 percent of this function is discretionary spending under
the jurisdiction of these Appropriations subcommittees: Legislative
Branch, Treasury-Postal Service and General Government, and In-
terior.

After dropping from $13.3 billion in BA in 1995 to $13.2 billion
in BA in 1996, baseline spending in Function 800 holds steady over
the 1996-2000 period, returning to $13.3 billion in BA in 1998.
Spending drops to $12.9 billion in 2001 and 2002 due to projected
decreases in mandatory programs.
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SUMMARY OF COMMITTEE RECOMMENDATION

The Committee recommendation assumes $12.5 billion in budget
authority and $13.0 billion in outlays in 1996 for programs and ac-
tivities in Function 800. Spending would decline slowly over the
1996-2002 period, falling to $11.6 billion in budget authority and
outlays by 2002. Over the seven-year period 1996—2002, $85 billion
in budget authority in outlays would be spent on general govern-
ment functions, compared to $92 billion assumed under the current
law baseline. Over the five year period 1996-2002, $61 billion in
budget authority and outlays would be spent compared to the $71
billion that the President recommends.

MAJOR DISCRETIONARY ASSUMPTIONS IN THE COMMITTEE
RECOMMENDATION

The Committee recommendation assumes discretionary spending
levels of $11.7 billion in budget authority and $12.1 billion in out-
lays in 1996, a reduction of $0.6 billion in budget authority and
$0.3 billion in outlays from the 1995 level. This spending would de-
cline to $11.2 billion in budget authority and $11.0 billion in out-
lays by 2002. The committee recommendation assumes the follow-
ing major policy options to achieve the recommended funding lev-
els.

The Committee assumes savings from the Senate Republican
Conference plan to cut Legislative Branch spending by $200 million
from the 1995 enacted level. If projected through the 1996-2002 pe-
riod, this proposal would save $1.4 billion. Their recommendations
included:

Reducing committee staffs by 15 percent;

Reducing Senate support offices by 12.5 percent;

Reducing funding for the General Accounting Office by 25
percent;

Eliminating the Office of Technology Assessment; and

Other cuts following a thorough review of entire Legislative
Branch operations.

The Committee recommendation assumes a significant amount of
savings from streamlining operations and consolidating functions
in the Executive Branch. The resolution assumes a 25 percent re-
duction in spending for the Executive Office of the President; clos-
ing GSA supply depots, as recommended by the General Account-
ing Office; a 25 percent reduction in construction and acquisition
of Federal buildings, the elimination of the Office of Territorial and
International Affairs and reorganization of these activities as pro-
posed by the President, and other streamlining savings proposed by
the President for Treasury agencies, the National Archives, and
other agencies.

The Committee recommendation assumes that the Office of Per-
sonnel Management would be phased down to a Civil Service Com-
mission. Employee benefit and retirement functions would remain
centralized while most other functions would be delegated to the
agencies.

The Committee recommendation assumes full funding of the
President’'s request for the Internal Revenue Service (IRS) tax law
enforcement functions, including the compliance initiative begun in
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1995. According to the Treasury Department, this compliance ini-
tiative was expected to collect $9.2 billion in revenues over the
1995-1999 period in addition to the revenue levels assumed in the
1995 Budget Resolution. The Committee is encouraged that a new
system for tracking enforcement initiatives has been developed and
that early results show that IRS will meet or exceed the revenue
goals of this initiative. The Committee strongly endorses continued
funding of this initiative at $405 million within the amounts avail-
able to the Committee on Appropriations under the nondefense dis-
cretionary cap.

MAJOR MANDATORY ASSUMPTIONS IN THE CHAIRMAN'S MARK

The Chairman’'s Mark assumes mandatory spending levels of
$0.8 billion in budget authority and $0.9 billion in outlays in 1996,
slightly lower than the current law level. Spending would decline
to $0.4 billion in budget authority and $0.6 billion in outlays by
2002. The Chairman’s Mark assumes the following major policy op-
tions to achieve the recommended funding levels: freezing pay for
Members of Congress until the budget is balanced in 2002, the
elimination of taxpayer subsidies for Presidential campaigns after
the 1996 election cycle, and charging fees for parking at Federal
buildings.

Function 900: NET INTEREST
MAJOR PROGRAMS IN FUNCTION

Function 900 displays net interest, which is a mandatory pay-
ment. There are no discretionary programs in function 900. Net in-
terest includes interest on the public debt after deducting the
amount of interest income received by the federal government.

Interest on the public debt, or gross interest, is the Treasury’s
cost of financing the entire public debt of the U.S. government.
Gross interest costs are not, however, a comprehensive measure of
government borrowing costs because some of the debt is held by the
government and generates interest income for the government. In
1994, more than $1.2 trillion (a little more than 25 percent) of the
total public debt was held by the federal government itself, mostly
by trust funds such as social security and federal civilian and mili-
tary retirement. The government both pays and collects interest on
these securities. In addition, the federal government lends money
through other credit programs. These activities also result in inter-
est income to the government. Since net interest reflects both the
interest paid and interest earned by the government, it provides
the best measure of the costs of federal borrowing.
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SUMMARY OF COMMITTEE RECOMMENDATION

Net interest payments in the Committee Recommendation rise
from $258.5 billion in 1996 to $279.3 billion in 2002, an 8.0 percent
increase. Under the current law baseline, net interest payments
rise 27.2 percent over the period 1996-2002. The net interest levels
in the Committee Recommendation are $154.8 billion lower than
the baseline over the next seven years and $80.1 billion lower than
the levels recommended in the President’s budget over the next five
years.

Interest on the public debt is a major beneficiary of deficit reduc-
tion and is lower in the Committee Recommendation because of the
substantial deficit reduction embodied in the plan. The Committee
Recommendation for net interest, at $279.3 billion in 2002, rep-
resents 14.8 percent of total outlays. Under the current law base-
line net interest represents 15.7 percent of total outlays in 2002.

Function 920: ALLOWANCES
MAJOR PROGRAMS IN FUNCTION

This function displays the budgetary effects of proposals that
cannot be easily classified by function. In past years, Function 920
has included total savings or costs from proposals to change the
pay of federal employees, change procurement procedures, or
change the amount of rent that federal agencies pay.
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SUMMARY OF COMMITTEE RECOMMENDATION

The Committee recommendation assumes —$8.6 billion in budg-
et authority and —$6.5 billion in outlays for 1996 for programs in
Function 920. This reduction in spending would average about
—$6.9 billion a year over the 1996-2002 period, leveling off at
—$6.2 billion in outlays by 2002. Over the seven-year period, this
Committee recommendation for this function would reduce the defi-
cit by $48 billion. Over the 1996-2000 period, outlays would be
—$35.9 billion less under the Committee recommendation than
under current law or the President’s’s budget.

MAJOR DISCRETIONARY ASSUMPTIONS IN THE COMMITTEE
RECOMMENDATION

The Committee recommendation assumes reductions in discre-
tionary spending levels of —$8.6 billion in budget authority and
—$6.5 billion in outlays in 1996. The Committee recommendation
includes assumptions for both increases and decreases in govern-
mentwide spending that result in the net budget authority and out-
lay totals. On the increase side, the Committee assumes levels suf-
ficient to provide non-defense agencies with 50 percent of the funds
needed to pay for the annual cost-of-living increases scheduled for
salaries of federal employees (except Senior Executive Service and
Executive Schedule) so the agencies do not have to absorb the
whole cost of such raises.

As for spending reductions, the Committee assumes a 15 percent
reduction in overhead (which covers items such as printing, utili-
ties, rent, communication, travel, shipping, and certain contracts
included in object classes 20 and 30, except for object classes 25.4
and 25.5) for programs of non-defense agencies that remain funded
in the budget and whose funding is not interconnected with re-
ceipts dedicated to a program (as identified by Senator Brown'’s
working group on discretionary spending). This assumption would
not reduce funding for the programmatic activities of agencies.

The Committee recommendation assumes repeal of the Davis-
Bacon Act to reduce federal construction costs by $2.6 billion over
five years, as well as modification of the Service Contract Act to re-
duce the cost of federal contracts for items such as laundry, custo-
dial, or guard services by more than $1 billion over the 1996—2000
period.

The Committee also assumes a reduction in the number of politi-
cal appointees from 2,800 to 2,000, which would decrease spending
by $0.4 billion over five years.

MAJOR MANDATORY ASSUMPTIONS IN THE COMMITTEE
RECOMMENDATION

There is no mandatory spending in this function.
Function 950: UNDISTRIBUTED OFFSETTING RECEIPTS

MAJOR PROGRAMS IN FUNCTION

This function records offsetting receipts (receipts that the budget
shows as offsets to spending programs) that are too large to record
in other budget functions. Such receipts are either “intrabudgetary”
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(a payment from one federal agency to another, such as agency
payments to the retirement trust funds) or “proprietary” (a pay-
ment from the public under some type of business arrangement
with the government). The main types of receipts recorded as “un-
distributed” in this function are: the payments agencies make to re-
tirement trust funds for their employees, payments made by com-
panies for the right to explore and produce oil and gas on the Outer
Continental Shelf, and payments by those who bid for the right to
buy or use federal property, such as the spectrum or major assets.



97

YN YN WN 91— 8 — 1A% Ty— §C— 81— 10
YN WN WN 91— 8V — 1A% Ty— §¢— 8T— ve
196png s,uapisaid
q8C— 67— 06— 98T — 08— 8 — Er— 9¢— 61— vttt 10
S'8¢— 67— 0§— 98T — 06— 8 — €r— 9C¢— 6T— " ve
‘M| JUa.INn)
101 paJedwod yJew s,uewirey)
YN WN WN ¥'10¢— 9er— yiv— 8'6E— G'8E— 78e— 9 — h 10
WN WN WN ¥'10¢— 9ger— V- 8'6€— §'8e— 78— - tyg
:196pnq s,Juspisald
9'€6C— L'y — 9y — ¥'00¢ — Ser— 607 — §'6E— £8E— 78e— v — 10
9'€6C — Ly — 9Gyr— ¥'00C— Ser— 60y — G'6E— £8e— 78— - " ' va
M| Jua1INn)
Teee— 9'¢5— §05— 0'6T¢— S8y — 8'Gr — 6'er— 607 — 66— 9 — 10
Teee—$ 926—$ S05—$ 067C— g8y — 8'ar — 6er—$% 607— 66e—$ T —$ "
SieW S Uewrey)
:ﬁm f 0002 1002 Lﬁmm 0002 6667 8667 166T 966T S66T

[suonig ur srejjoq]

S1d1303d ONILLIIS440 A3LNGIYLSIANN 056 NOILONNS



98

SUMMARY OF COMMITTEE RECOMMENDATION

The Committee recommendation assumes —$39.9 billion in
budget authority and in outlays for 1996, a reduction in total
spending (because of an increase in receipts) of $1.9 billion from
the current law level. These receipts would increase to —$51 billion
in 2002. Over the seven-year period, the Committee recommenda-
tion for this function would offset total spending by $319 billion,
compared to $294 billion under the current law baseline. Over the
1996-2000 period, these receipts would be $17.6 billion more under
the Committee recommendation compared to the President’s budg-
et.

MAJOR DISCRETIONARY ASSUMPTIONS IN THE COMMITTEE
RECOMMENDATION

There are no discretionary effects in this function.

MAJOR MANDATORY ASSUMPTIONS IN THE COMMITTEE
RECOMMENDATION

The Committee recommendation includes options related to al-
lowing the Federal Communications Commission (FCC) to recover
value from the spectrum. Although such receipts are displayed in
Function 950 by convention, they are discussed here because this
function includes the FCC. Until this year, commercial enterprises
have used their allocation of the spectrum for free. Under a 1993
law, however, the FCC is just concluding an auction of parts of the
spectrum that has raised over $7 billion for the Treasury. The com-
mittee recommendation assumes options that would extend the
FCC's authority to auction spectrum past 1998, broaden the types
of spectrum the FCC is allowed to auction, and provide the FCC
authority to reallocate parts of the spectrum and impose fees to en-
courage a more efficient distribution and use of the spectrum.

B. REVENUES
DESCRIPTION OF FEDERAL REVENUES

Federal revenues are taxes and other collections from the public
that result from the government's sovereign or governmental pow-
ers. Federal revenues include individual income taxes, corporate in-
come taxes, social insurance taxes, estate and gift taxes, customs
duties and miscellaneous receipts (which include deposits of earn-
ings by the Federal Reserve System, fines, penalties, fees for regu-
latory services, and others).

The baseline projections for revenues assume that current tax
law remains unchanged. The baseline takes into account that some
provisions are scheduled to change or expire during the 1995-2000
period. In general, the baseline assumes that those changes and ex-
pirations occur on schedule. One category of taxes, excise taxes
dedicated to trust funds, constitutes the sole exception to this rule.

In 1995, total revenue collections are expected to be $1.355 tril-
lion. Forty-four percent of total revenues is from individual income
taxes; another 36 percent is from social insurance taxes which are
also paid by individuals. By the year 2002, federal revenues are
projected to be $1.884 trillion, representing 39 percent growth from
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the 1995 level. Revenues will grow at about 5 percent per year be-
tween 1995 and 2000, absent any changes in law.
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SUMMARY OF COMMITTEE RECOMMENDATION

The Committee Recommendation assumes no net revenue change
over the period 1996—2000 or 1996—2002, and the Finance Commit-
tee is not given revenue reconciliation instructions.

The Committee Recommendation incorporates the revenue losses
associated with the enactment of H.R. 831, the Self-Employed
Health Insurance bill. The mark also incorporates small revenue
increases associated with proposals to reform the Earned Income
Tax Credit (roughly 80 percent of the budget effect of the EITC re-
form proposals is shown in function 600). The Committee Rec-
ommendation also assumes that the Finance Committee acts to ex-
tend expiring provisions. The Finance Committee may decide to
raise some revenues by extending expiring taxes, and reduce some
revenues by extending other expiring provisions. The Finance Com-
mittee may choose to do any combination of revenue raisers and
revenue losers so long as the first and five-year net revenue loss
does not result in a level of revenues which is lower than the level
set in the resolution. Possible extensions of current taxes that raise
revenue include: corporate tax dedicated to Superfund, FUTA 0.2
percentage point surtax, luxury tax on passenger vehicles, 1.25
cents/gallon railroad diesel fuel tax, 2.5 cents/gallon motorboat gas-
oline tax, and the 20.1 cents/gallon motorboat diesel fuel tax. Pos-
sible extensions of expiring provisions that lose revenue include:
the commercial aviation exemption from the fuel tax, deduction for
contributions to private foundations, targeted jobs tax credit, exclu-
sion for employer-provided education assistance, orphan drug tax
credit, research and experimentation tax credit and allocation
rules, generalized system of preferences, deny deduction for some
noncomplying health plans (ERISA waiver), and the
nonconventional fuels tax credit.

PROVIDING FOR TAX REDUCTIONS

In the section on miscellaneous provisions, the Committee Rec-
ommendation includes two “reserve funds” that would provide for
further tax reductions. The first reserve fund would provide, after
passage of a conference report on reconciliation, a reserve fund to
accommodate deficit-neutral tax reduction legislation. The second
reserve fund would provide, after enactment of reconciliation, a re-
serve fund to allow CBO’s “fiscal dividend” to be made available for
tax reduction legislation. The language in the resolution makes it
very clear that the fiscal dividend savings must be “locked-in" be-
fore they can be dedicated to tax cuts. The reserve fund provides
that in the event reconciliation is enacted, the Congressional Budg-
et Office (CBO) would certify, broken down on a year-by-year basis,
the amount of the fiscal dividend achieved as a result of enacting
this balanced budget plan. That “fiscal dividend” could be used for
a tax cut. Numerous amendments designed to use the fiscal divi-
dend to increase the size of government by increasing spending on
various programs were defeated in the Committee. It is the Com-
mittee’s view that the fiscal dividend should not be used to restart
the tax and spend cycle that this fair, but tough balanced budget
plan, was designed to stop. It is the committee’s view that middle
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class taxpayers should share in the benefits of balancing the budg-
et to the extent there is a fiscal dividend.

The Committee adopted a Boxer-Brown Sense of the Senate reso-
lution providing that approximately ninety percent of the benefits
of any tax cuts should be targeted to middle class working families
with incomes below approximately $100,000. The Committee’s in-
terpretation of the appropriate definition of “income” is adjusted
gross income. It is the Committee’s view that adjusted gross income
is the most commonly understood definition of income. Taxpayers
and the Internal Revenue Service use “adjusted gross income” to
calculate federal income tax liability. The Committee expressly re-
jected the use of “family economic income” to calculate income for
the purpose of defining the middle class tax cut. It expressly re-
jected the view that income should be calculated to include the
value of the “imputed rent” on owner-occupied housing, the value
of employer-provided benefits such as health insurance and pension
contributions, the value of the inside build-up of life insurance,
pension plans, capital gains that have not yet been realized be-
cause the taxpayer has not sold the capital asset, an estimate of
income that an average family should have reported for tax pur-
poses but did not, or Social Security and AFDC payments. Each of
these items are included in the definition of family economic in-
come. Any calculation based on family economic income results in
families appearing to be in higher income brackets and income tax
brackets than they actually are.

The specific requirements for both reserve funds are discussed in
more detail in the description of miscellaneous provisions.

COMMITTEE RECOMMENDATION REVENUES BY MAJOR SOURCE

[Fiscal years, dollars in billions]

1995 1996 1997 1998 1999 2000 2001 2002

$593.7 $627.4 $656.3 $692.7 $730.4 $7724 $818.2 $865.0
Corporate Income Taxes . 1490 1514 1553 1613 1674 1729 1831 1931
Social Insurance Taxes 4938 5168 539.0 5647 5900 6185 6502 6825

Off Budget ....... 3574 3747 3920 4114 4309 4520 4752 4986

On Budget .. 1364 1421 1470 1533 1591 1665 1750 1839
Excise Taxes ... 55.9 55.3 56.3 57.3 58.4 58.9 59.7 60.7
Estate and Gift Taxes .. 16.0 16.8 17.6 185 19.4 20.4 214 225
Customs Duties ............ 213 214 212 215 218 229 242 25.9
Miscellaneous Receipts 25.5 27.9 29.0 29.6 319 334 325 339

Individual Income Taxes ..

Total REVENUES ........cccoovvvvvvrinnrriinens 13552 14171 14748 15456 16193 16994 17894 1.883.6

TAX EXPENDITURES

The Congressional Budget Act of 1974 requires a listing of tax
expenditures in the President's budget submission and in reports
accompanying congressional budget resolutions. Tax expenditures
are defined by the Act as “revenue losses attributable to provisions
of the Federal tax law which allow a special exclusion, exemption,
or deduction from gross income or which provide a special credit,
a preferential rate of tax, or a deferral of tax liability.” Under this
definition, the concept of tax expenditures refers to revenue losses
attributable exclusively to corporate and individual income taxes.

The estimates presented here are those of the Joint Committee
on Taxation and in this case are based on the committee’s most re-
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cent report of November 9, 1994 (Estimates of Federal Tax Expend-
itures for Fiscal Years 1995-1999) (JCS—6-94). The lists shows the
estimated revenue lost from tax expenditure items for fiscal years
1995 through 1999. Because of the interaction among provisions,
the Joint Committee on Taxation warns that it is incorrect to as-
sume that estimates of separate tax expenditures can be summed
to calculate a total revenue effect of repeal of a group of tax ex-
penditures. The tax expenditures in the following list are estimated
separately, under the assumption that all other tax expenditures
remain in the code. If two or more tax expenditures were estimated
simultaneously, the total change in tax liability could be smaller or
larger than the sum of the amounts shown for each item sepa-
rately.
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IV. SUMMARY TABLES
COMMITTEE RECOMMENDATION

[Dollars in billions]

1995 1996 1997 1998 1999 2000 2001 2002

050: National Defense:
261.4 257.7 253.4 259.6 266.2 276.0 275.9 275.9
269.6 261.1 257.0 2545 259.6 267.8 267.7 269.2

18.9 154 143 135 126 141 143 142
18.9 16.9 15.1 143 135 131 134 133

17.2 16.7 16.3 16.1 16.0 15.8 15.8 158
175 16.7 16.6 16.3 16.0 15.9 15.9 15.9

6.3 2.9 17 33 4.2 4.1 4.0 4.0
49 2.7 1.0 26 31 2.8 2.9 29
300: Natural Resources and En-

vironment:

22.3 195 18.3 15.6 16.8 16.4 15.0 158
217 20.4 20.1 17.9 18.4 174 15.9 16.6

14.0 131 12.2 118 117 117 105 101

12.7 11.9 10.9 10.6 10.4 10.6 9.4 9.1
370: Commerce and Housing
Credit:
On-budget:

54 25 15 0.6 0.1 17 0.5 0.2
—137 -70 —54 -7.0 —-51 —-25 —-32 —-34

35 41 6.8 1.2 29 -0.2

0.2 -0.0 -08 -14 -01 -14
8.9 6.6 83 18 3.0 15 0.5 0.2
—135 -17.0 —6.2 -84 —52 -39 -3.2 —-34

425 36.5 38.8 39.4 40.2 41.2 41.0 40.8
39.3 38.3 32.8 31.8 313 311 311 311

450: Community and Regional
Development:

9.2 5.8 54 51 51 5.0 45 44
or .. 11.6 9.8 73 5.6 51 51 5.0 5.0
500: Education, Training, Employ-

ment and Social Services:

58.3 48.1 47.3 47.2 47.4 47.8 47.3 47.4
54.7 51.7 47.9 47.0 46.8 4713 46.8 46.9

116.6 120.1 126.6 132.1 137.0 1411 1452 149.6
115.8 120.6 126.5 132.2 136.9 140.9 145.0 149.3

162.6 1719 180.5 193.1 2074 2214 238.9 258.9
161.1 169.5 178.9 1914 204.8 2195 236.9 256.7

219.9 226.3 233.7 253.0 256.0 272.6 2775 291.9
222.2 225.9 235.6 246.1 257.9 272.6 2774 2017

650: Social Security:
On-budget:

6.8 59 8.1 8.8 9.6 105 111 11.7

9.3 8.5 10.5 11.3 12.1 129 135 14.1

3301 348.4 366.0 385.5 405.4 426.2 448.5 472.0
326.9 3457 362.5 3819 4017 422.1 4448 468.1

336.9 354.3 374.1 3943 4150 436.7 459.6 483.7
336.2 354.2 373.0 393.2 4138 435.6 458.3 482.2
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[Dollars in billions]

COMMITTEE RECOMMENDATION—Continued

1995 1996 1997 1998 1999 2000 2001 2002
700: Veterans Benefits
BA .. 377 374 375 376 379 379 38.3 387
oT .. 374 36.9 377 38.0 382 39.4 40.1 404
750: Administration of Justice
BA .. 18.5 20.0 20.7 214 223 22.3 219 218
17.1 19.6 21.2 224 231 237 233 232
133 125 124 12.2 12.1 12.0 116 116
13.4 13.0 12.4 12.3 12.0 119 11.7 11.6
900: Net Interest:
On-budget:
269.9 297.9 308.8 316.5 321.7 338.6 3455 353.3
or . 269.9 297.9 308.8 316.5 3271.7 338.6 3455 353.3
Off-budget:
—345 —395 —445 —49.7 —551 —60.9 —67.2 —74.0
—345 —395 —445 —497 —-551 —609 —672 —740
2354 258.5 264.3 266.8 272.6 271.6 278.3 279.3
235.3 258.5 264.3 266.8 272.6 277.6 278.3 279.3
—86 -85 -73 —6,8 —=57 =57 =57
. —65 -85 -76 -71 —-6.1 —-6.1 —6.1
950: Undistributed Offsetting Re-
ceipts:
On-budget:
—398 —331 -—-338 —363 =377 =397 —411 -—423
—398 —-331 -338 —-363 -377 =397 —411 —-423
—64 —6.8 -71 -76 -81 —-87 -95 -103
—64 —68 -71 -76 -81 —-87 -95 -103
—462 —399 —409 —439 —458 —484 —506 —526
—462 —399 —409 —439 —-458 —484 —506 —526
Total Spending:
On-budget:
12609 12685 12953 13433 13859 14448 14720 15181
12437 12748 12927 13199 13671 14223 14510 14985
292.6 306.2 3211 329.4 345.1 356.4 371.8 387.7
286.1 299.4 310.1 323.2 338.4 351.7 368.1 383.8
15536 15747 16165 16728 17310 1,801.2 18438 19058
15299 15742 16028 16432 1,7055 1,7740 18191 1,882.3
Revenues:
On-budget 997.8 10424 10828 11342 11884 12474 13142 13850
Off-budget . 357.4 3747 392.0 411.4 430.9 452.0 475.2 498.6
Total 13552 14171 14748 15456 16193 11,6994 17894 1883.6
Deficit:
On-budget —2459 —2324 -—2099 -—1857 -—1787 -—1749 -—1368 —1135
Off-budget . 713 75.3 819 88.1 92.5 100.3 107.1 114.8
Total —-1747 -—1571 -—1280 —97.6 —86.2 —74.6 —29.7 13
CURRENT LAW BASELINE
[Dollars in billions]
1995 1996 1997 1998 1999 2000 2001 2002
050: National Defense:
BA 2614 255.0 251.7 258.3 264.9 2716 2715 2715
(O] RN 269.6 2574 256.8 256.1 257.9 261.5 2614 261.4
150: International Affairs:
BA s 18.9 179 17.3 17.0 16.5 184 185 18.5
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CURRENT LAW BASELINE—Continued

[Dollars in billions]

1995 1996 1997 1998 1999 2000 2001 2002
18.9 175 16.7 16.7 16.5 16.6 16.8 16.8
nology:
BA s 17.2 17.2 17.2 17.2 17.2 17.2 17.2 17.2
[0 RN 17.5 16.9 17.2 17.2 17.1 17.2 17.2 17.2
270: Energy:
BA oo 6.3 5.6 53 53 5.6 55 55 55
[0 49 47 4.0 41 43 42 42 42
300: Natural Resources and En-
vironment:
223 220 22.0 216 214 212 20.9 208
217 214 219 219 218 216 211 21.0
14.0 145 14.2 14.0 13.9 137 12.6 12.6
12.7 13.1 12.8 12.8 12.6 125 115 11.5
370: Commerce and Housing
Credit:
On-budget:
5.4 39 34 2.8 2.6 24 2.5 26
—-137 —-6.1 =37 —49 —26 -17 -12 -10
35 41 6.8 1.2 29 -02
0.2 -0.0 -0.8 -14 -0.1 -14
8.9 8.0 10.2 40 55 22 25 2.6
—135 -6.1 —4.6 -6.3 -27 -31 -12 -1.0
425 382 44.6 456 46.6 476 474 471
39.3 39.6 39.7 39.7 39.8 40.0 40.0 40.0
450: Community and Regional
Development:
9.2 9.1 9.1 9.1 9.1 9.0 8.6 85
or .. 11.6 103 89 85 8.6 8.9 838 838
500: Education, Training, Employ-
ment and Social Services:
58.3 56.4 56.0 56.5 57.2 58.0 575 57.8
54.7 55.7 53.9 55.8 56.4 57.1 56.7 56.9
116.6 126.6 137.8 150.2 163.4 177.1 192.1 207.7
115.8 126.1 137.7 150.3 163.4 177.0 191.9 207.6
162.6 184.1 202.0 220.6 2429 265.7 2917 3206
161.1 181.7 200.4 218.9 240.4 263.8 289.7 318.4
BA o 219.9 228.2 2429 254.2 266.6 2818 288.8 3055
[0 S 222.2 2314 2475 257.1 268.9 284.9 2919 308.4
650: Social Security:
On-budget:
6.8 59 8.1 8.8 9.6 105 111 11.7
9.3 8.5 105 11.3 12.1 129 135 14.1
330.1 348.4 366.0 385.5 405.4 426.2 4485 472.0
326.9 3457 362.5 3819 4017 422.7 4448 468.1
336.9 354.3 374.0 394.3 415.0 436.7 459.6 483.7
336.2 354.2 3731 392.1 4137 435.6 458.3 482.2
317 382 38.6 39.1 404 40.8 415 421
374 372 385 39.1 40.4 423 43.0 437
18.5 185 18.5 18.6 18.6 18.6 18.2 18.1
17.1 18.2 18.3 18.6 18.6 185 18.2 18.1
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CURRENT LAW BASELINE—Continued

[Dollars in billions]

1995 1996 1997 1998 1999 2000 2001 2002

800: General Government:
13.3 132 13.2 13.3 13.3 133 12.9 12.9
13.4 135 131 13.2 13.1 133 12.9 12.8

900: Net Interest:
On-budget:

269.9 299.4 3143 3279 346.6 366.4 384.0 404.7
269.9 299.4 3143 3279 346.6 366.4 384.0 404.7

—345 —395 —445 —497 -551 —609 -—672 —740
—345 —395 —445 —497 -551 —609 —672 —740

2354 259.9 269.8 2783 2915 305.5 316.8 330.7
235.3 259.9 269.8 278.3 2915 305.5 316.8 330.7

0T

950: Undistribute
ceipts:
On-budget:

—398 —-313 —-312 —-320 —-329 -—348 -—-361 374
—398 —-313 —-312 —-320 —-329 -—348 -—361 374

—6.4 —6.8 =71 —7.6 -81 —-8.7 -95 -103
—6.4 —6.8 -71 —7.6 -81 —-87 -95 -103

—462 —381 —383 —395 —409 —435 —456 477
—462 —381 —383 —395 —409 —435 —456 477

Total Spending:

On-budget:
13225 13851 14480 15237 16041 16664 1,747.7
13151 13791 14324 15030 15821 16454 1,726.8

306.2 3211 329.5 345.1 356.4 371.9 387.8
299.4 310.0 3233 3384 351.6 368.1 383.9

16287 17062 17775 18688 19605 20383 21355
16145 1689.2 17557 18413 19337 20135 21107

Revenues:
On-budget 997.8 1,0430 10835 11350 11875 12462 13142 13850
Off-budget 357.4 3747 392.0 411.4 430.9 452.0 475.2 498.6
TOtal o 1355.2 14177 14755 15464 16184 16982 17894 18836
Deficit/Surplus:
On-budget —2721 —2956 —2974 —3154 —3359 -—3312 -—3418
Off-budget . 75.3 81.9 88.1 92.5 100.4 107.1 1147
Total —1968 —2137 —2093 —2299 -—2355 =—2422 —2270

COMMITTEE RECOMMENDATION COMPARED TO CURRENT LAW BASELINE

[Dollars in billions]

1996 1997 1998 1999 2000 2001 2002 Total
050: National Defense:

27 16 13 14 4.4 44 44 20.2

37 0.2 —-16 17 6.3 6.3 79 245
—-25 -30 -35 -4.0 —43 —-43 —-43 —258
—0.6 -17 —24 -30 —-35 —-35 -35 —181

nology:

—-05 -09 -10 —-12 —-14 —-14 —-14 —-76

—02 —06 -09 -11 —-13 -13 -13 —6.6



113

COMMITTEE RECOMMENDATION COMPARED TO CURRENT LAW BASELINE—Continued

[Dollars in billions]

1996 1997 1998 1999 2000 2001 2002 Total
270: Energy:
=27 —-36 -20 —-14 —-15 -15 —-15 —-141
—-20 -30 —-14 -11 —-14 -13 -12 —-115
300: Natural Resources and En-
vironment:
—25 -37 —6.0 —46 —48 —-58 —-50 —324
-10 —-18 —-40 -33 —42 —-52 —-43 —237
-13 —-20 -23 —-22 -19 -21 —24 —143
—-12 —-20 —-22 —-22 -19 -21 —24 —14.0
370: Commerce and Housing
Credit:
On-budget:
—-14 —-18 —-22 —-25 —-07 —-20 -23 —13.0
—-09 —-16 -21 —-25 —-08 —-20 -23 —124

-14 -18 -22 -25 -07 -20 -23 -130
-09 -16 -21 -25 -0.8 -20 -23 —124
=17 —-59 —-6.1 —-6.3 —-6.4 —64 —64 —-39.2
-13 -69 -79 —-86 -89 -89 -89 —515
450: Community and Regional
Development:
BA -33 -36 —40 -40 -40 —4.0 —-41 =270
or . —-05 -17 -29 -35 —-38 -38 -38 =201
500: Education, Training, Employ-
ment and Social Services
-83 —88 -93 -98 —102 —-102 —104 —66.9
-40 -78 -89 -96 -99 -99 -—100 —60.0

-65 -—-112 -181 —264 —360 —468 —581 —203.1
-55 -—-112 -181 —264 —361 —469 —582 —2025

-122 —-215 -2715 —356 —443 —528 —61.7 —2556
-122 —-215 -2715 —356 —443 —528 —61.7 —2556

-19 -9.2 -12 =107 -92 -113 -136 =571
-54 -119 -111 -110 -123 -—144 -167 -—829

650: Social Security:
On-budget:

-08 -11 -15 -25 -30 —-32 —-35 —155
-03 -08 =12 -22 -29 -29 -33 -136
16 2.3 2.7 3.7 3.7 3.7 37 213
14 2.9 3.9 4.6 51 51 51 282
-07 —-08 -10 -12 -13 -13 -13 -75
-05 =07 -08 =10 -14 -12 =12 —6.8

900: Net Interest:
On-budget:
BA s -15 -55 -—115 -—189 -—-279 -—386 —514 —1552
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COMMITTEE RECOMMENDATION COMPARED TO CURRENT LAW BASELINE—Continued

[Dollars in billions]

1996

1997 1998 1999 2000 2001

2002 Total

—15

—-15
—-15
920: Allowances:
BA .. —86
ot .. —65
950: Undistributed Offsetting Re-
ceipts:
On-budget:
-18
-18

-55 -—-115 -—-189 —-2719 —386

-55 -—-115 -—-189 —-279 386
-55 -—-115 -—-189 —-279 386
-85 -73 —6.8 —=57 —-57
-85 -76 -71 —6.1 —6.1
—-26 —-43 —-48 -50 -50
—26 —-43 —48 -50 =50

—514 —1552

—514 —1552
—514 —1552
=57 —484
—-61 —480
—-49 —285
—-49 —285

-18 —26 —43 —4.8 —50 =50 —-49 -285
-18 —26 —43 —48 =50 =50 —-49 -285
Total Spending:
On-budget:
—540 —898 —1047 -—1378 —1593 —1944 —229.7 —969.5
—40.3 —86.4 —1124 —1358 —159.8 —1944 —2283 —9575

—540 —89.7 -—1047 -—1378 —1593 —1944 —229.7 —969.6
—403 —864 —1125 —1358 —1598 —1944 —2283 —9575
Revenues:
On-budget ......oocovvvrvinirrennne —-06 -07 -08 0.9 12 0.0 -0.0 0.0
Off-budget — — — — — — — —
Total —.06 -07 -08 0.9 12 0.0 -0.0 0.0
Deficit:
On-budget . —397 —8.7 -—1116 -—1367 —161.0 —1945 —2283 —9575
Off-budget . — — — — — — — —
Total —397 —857 —1117 —1367 —1610 —1945 —2283 —9575
COMMITTEE RECOMMENDATION COMPARED TO 1995
[Dollars in billions]
1996 1997 1998 1999 2000 2001 2002 Total
050: National Defense:
-37 -81 -18 438 14.6 145 145 347
-85 —127 —151 —-100 —18 -19 —04 =504
—-34 —45 -53 -6.3 —47 —46 —-46 —336
-20 —-38 —46 —54 —58 —55 —-55 —326
nology:
—05 —-08 -10 -12 -13 —14 —14 -75
—-08 -09 -13 -15 —-16 -16 -16 —-94
—-34 —46 -31 -21 -23 -23 —-24 =201
-22 -39 —-23 -18 -21 -21 -20 -—165
300: Natural Resources and En-
vironment:
BA s —-28 -39 —-6.7 -55 -59 —-72 —65 —386
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COMMITTEE RECOMMENDATION COMPARED TO 1995—Continued

[Dollars in billions]

1996 1997 1998 1999 2000 2001 2002 Total
-13 -16 -38 -33 —44 —58 -51 —254
-08 -17 -22 -23 -22 -35 —-38 —16.6
-08 -18 -21 -23 -22 -33 -36 —16.1
370: Commerce and Housing
Credit:
On-budget:
—-29 -39 —48 -53 =37 —49 —52 —30.6
6.7 8.3 6.7 8.6 11.2 105 10.3 62.5
0.6 33 -23 -07 -37 —35 —35 -99
—-0.2 -10 —-16 -03 —-16 —-02 -02 —=51
-23 —0.6 -71 -6.0 —74 -84 —-87 —405
6.5 7.3 51 8.3 9.6 10.3 10.1 57.4
—6.0 -38 -31 -23 -13 -15 -18 -197
-1.0 —65 -76 -81 -83 -83 —-83 —481
450: Community and Regional
Development:
BA s -34 =37 —-41 —-41 —41 —46 —48 —28.8
[0 S -18 —43 —-6.0 —-65 —6.5 —6.6 —6.6 —38.3

500: Education, Training, Employ-

ment and Social Services:
-10.2 —-11.0 —-111 -10.9 -105 —-11.0 —10.9 —75.6
=30 —6.8 -78 -79 -75 -79 —-79 —487

35 10.0 155 204 245 28.6 33.0 135.6
48 10.7 16.4 212 251 29.2 33.6 1411

9.2 178 304 447 58.7 76.3 96.3 3335
8.5 17.9 30.4 43.7 58.5 758 95.6 330.3

6.3 138 331 36.0 52.7 57.6 72.0 27114
3.7 134 238 357 50.4 55.2 69.4 2516

650: Social Security:

On-budget:
-0.9 13 2.0 2.8 37 43 49 18.1
-0.8 12 2.0 28 36 42 48 17.7

18.3 359 55.4 754 96.1 1184 1420 5415
18.8 356 55.0 748 95.7 117.9 1412 538.9

17.4 37.2 574 78.2 99.8 1227 146.8 559.6
17.9 36.8 56.9 775 99.4 122.1 146.0 556.6

-03 -01 -0.0 0.3 0.2 0.6 1.0 17
-05 0.3 0.6 08 20 2.7 3.0 8.9
15 2.2 2.8 38 38 34 33 20.7
24 41 53 6.0 6.6 6.2 6.1 36.7
=07 -09 -10 -11 -13 -16 —-17 -83
—-04 -10 -11 -13 -15 -17 —-18 -89

900: Net Interest:

On-budget:
28.0 38.9 46.6 57.8 68.7 75.6 83.4 398.9
28.0 389 46.6 57.8 68.7 75.6 83.4 399.0

-49 -100 -151 —-206 —264 —327 —394 —1491
-49 -100 -—-151 —206 —264 —327 —394 —1490




116

COMMITTEE RECOMMENDATION COMPARED TO 1995—Continued

[Dollars in billions]

1996 1997 1998 1999 2000 2001 2002 Total

231 28.9 315 37.2 42.3 42.9 43.9 249.9
231 29.0 315 37.2 42.3 42.9 44.0 249.9

920: Allowances:

BA .. —86 -85 -173 -6.8 —57 —57 —-57 —484
or .. —65 -85 -76 =71 -6.1 -6.1 —-61 —480
950: Undistributed Offsetting Re-
ceipts:

On-budget:

6.6 6.0 35 21 0.1 -13 —26 14.4

6.6 6.0 35 21 0.1 -13 —26 14.4

—-04 -07 -11 -16 -23 -30 -38 —130

—-04 -07 -11 -16 -23 -30 -38 —130

6.3 5.3 2.3 0.4 -22 —43 —6.4 14

6.3 5.3 2.3 0.4 -22 —-43 —64 14

Total Spending:
On-budget:
76 344 824 124.9 183.8 2111 257.1 901.2
310 49.0 76.2 1234 178.6 207.3 254.8 920.3

13.6 285 36.8 525 63.7 79.2 95.1 369.4
133 239 37.1 522 65.5 82.0 97.7 3717

212 62.9 119.2 1774 247.6 290.3 3522 1,270.6
443 729 1133 175.7 2441 289.2 3525 1,292.0

Revenues:
On-budget 44.7 85.0 136.4 190.7 249.6 316.4 387.3 14101
Off-budget . 17.2 345 54.0 734 94.6 117.7 141.2 532.6
Total 61.9 119.6 190.4 264.1 3442 434.2 5284 19427

PRESIDENT’S BUDGET AS REESTIMATED BY CBO

[Dollars in billions]

1995 1996 1997 1998 1999 2000

050: National Defense:

BA . . 2614 257.7 2534 259.6 266.2 276.0

o1 . . . . 269.6 261.1 257.0 254.5 259.6 267.8
150: International Affairs:

BA . . . . 19.8 18.8 17.6 16.8 15.8 17.3

o1 . . . . 19.8 175 16.7 16.5 16.0 158
250: Science, Space and Technology:

BA . . 17.0 17.3 16.7 16.4 16.1 15.7

o1 . . . 175 171 16.9 16.5 16.2 15.9
270: Energy:

BA . . 6.3 53 49 5.0 45 44

o1 . . . . 49 45 43 43 39 33
300: Natural Resources and Environment:

BA . . . . 22.3 229 223 217 212 20.6

o1 . . . . 217 219 222 219 215 20.8
350: Agriculture:

BA . . . . 14.0 145 14.2 138 135 133

o1 . . . . 12.7 131 12.8 12.7 123 121
370: Commerce and Housing Credit:

On-Budget:

BA ... . 54 43 36 30 2.7 5.2
[O1 . . . =137 —58 -35 —-4.7 -25 0.9
Off-Budget:

BA ... . . . 35 41 6.8 12 2.9 =02
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PRESIDENT'S BUDGET AS REESTIMATED BY CBO—Continued

[Dollars in billions]

1995 1996 1997 1998 1999 2000
oT e . 0.2 -00 —-08 —-14 -01 -14
Total
BA ... . . 8.9 8.4 104 42 55 5.0
[O1 . . .. =135 -59 —4.4 -6.1 —2.6 -05
400: Transportation:
BA . . . . 417 38.6 40.3 387 35.6 35.0
ot . . . . 39.3 393 379 384 379 36.5
450: Community and Regional Development:
BA . . . . 15.9 9.9 9.4 9.3 9.0 8.6
oT . . . . 11.9 10.9 10.7 10.4 10.7 94
500: Education, Training, Employment and Social Serv-
ices:
BA . . . . 58.1 58.3 57.0 56.8 57.3 57.6
) . . . . 54.7 56.4 57.3 56.9 57.2 574
550: Health:
BA . . . . 116.6 1275 137.9 149.9 163.0 176.5
oT . . . . 115.7 126.3 138.1 150.4 163.3 176.6
570: Medicare:
BA . . . . 162.6 184.2 201.6 219.9 239.6 259.4
oT . . 161.0 181.8 200.1 218.3 237.0 257.6
600: Income Security:
BA . . . . 2195 2285 2415 263.2 271.0 285.4
oT . . 222.2 232.8 249.1 263.3 280.8 2973
650: Social Security:
On-budget:
BA .. . . 6.8 5.9 8.1 8.8 9.6 10.5
oT e . . . 9.3 9.0 11.2 12.0 12.7 135
Off-budget:
BA .. . . . 330.1 3484 366.0 3855 406.0 4277
[O1 . . . 326.9 3457 3625 3819 402.3 4241
Total
BA .. . . . 336.9 354.3 374.0 394.3 415.6 438.2
[O1 . . . 336.2 3458 3737 393.9 415.0 4376
700: Veterans Benefits:
BA . . . . 377 39.1 389 39.0 39.1 39.1
ot . . . . 374 373 388 39.0 39.1 40.6
750: Administration of Justice:
BA . . . . 185 21.9 223 233 245 247
ot . . . . 171 20.0 214 227 235 243
800: General Government:
BA . . . . 133 14.7 14.3 141 14.0 13.6
ot . . . . 134 14.2 138 138 138 138

900: Net Interest:

........... . . 270.0 300.0 3159 3306 350.8 3726

(0] I . . . 270.0 300.0 315.9 330.6 350.8 372.6
:0ff-budget:
BA .. . . . —345 —395 —445 —49.7 —55.1 —60.9
oT e . . . —345 —395 —445 —49.7 —55.1 —60.9
Total
BA .. . . . 2355 260.6 2714 280.9 295.7 3116
OoT e . . . 2355 260.6 271.4 280.9 295.7 311.6
920: Allowances:
BA .
oT . .
950: Undistributed Offsetting Receipts:
On-budget:
BA . . . . —39.8 -319 —348 —35.7 —333 —349
[O1 . . . —398 -—319 -—348 —357 —333 —349
Off-budget:
BA . . . . —6.4 —-6.8 -71 —-76 —-81 —-8.7

OT s . . —6.4 —6.8 =71 -76 -81 -87
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PRESIDENT'S BUDGET AS REESTIMATED BY CBO—Continued

[Dollars in billions]

1995 1996 1997 1998 1999 2000
Total
BA ... . —46.2 —-387 —42.0 —433 —414 —436
oT e . —46.2 —-38.7 —42.0 —433 —414 —436
Total Spending:
On-budget:
BA ... . .. 12670 13374 13850 14542 15202 1,600.5
[O1 . . .. 12450 13254 13857 14418 15206 16012
Off-budget:
BA ... . . 292.6 306.2 3211 329.5 345.7 3578
[O1 . . 286.1 299.4 310.0 323.3 339.0 3531
Total
BA ... . . . 15596 16436 1,706.1 17837 18659 1,958.3
oT e . . .. 15311 16248 169.8 17651 18595 19543
Revenues:
On-budget ..... . . . 997.9 10409 10722 11224 11729 1,226.0
Off-budget ....... . . . 3574 3747 3920 4114 430.9 452.0
Total . . . 13554 14156 14642 15338 16038 1678.0
Deficit:
On-budget ....... . . —2471 -—2845 -—3135 -—3194 -—3476 —3753
Off-budget ....... . . 713 753 819 88.1 91.9 98.9
Total . . . —1758 —209.3 -—2316 —2313 =—2557 —276.3

PRESIDENT COMPARED TO COMMITTEE RECOMMENDATION

[Dollars in billions]

1996 1997 1998 1999 2000 Total

050: National Defense:

BA
ot .
150: International Affairs:
BA . . 34 32 33 33 32 16.3
ot . . . 0.6 16 22 25 2.6 9.6
250: Science, Space and Technology:
BA . . . . 0.6 0.4 0.3 0.1 -0.1 13
or . . . . 0.3 03 0.2 0.2 0.0 1.0
270: Energy:
BA . . . . 24 32 17 0.3 0.3 8.0
or . . 18 33 17 0.7 0.5 79
300: Natural Resources and Environmental:
BA . . . . 34 4.0 6.1 44 42 222
or . . . . 15 21 4.0 3.0 34 14.0
350: Agriculture:
BA . . . . 14 19 2.0 19 15 8.7
oT . . . . 12 19 21 19 15 8.6
370: Commerce and Housing Credit:
On-budget:
18 21 24 25 35 12.3
12 1.9 2.3 2.6 34 114
18 21 24 25 35 12.3
12 1.9 2.3 2.6 34 114
. . 21 15 -0.7 —4.7 —6.3 -81
(1 . . 1.0 51 6.7 6.6 54 248
450: Community and Regional Development:
BA .. . . 4.2 4.0 4.2 39 3.6 19.9

0T . . 11 35 48 5.6 43 194




119

PRESIDENT COMPARED TO COMMITTEE RECOMMENDATION—Continued

[Dollars in billions]

1996 1997 1998 1999 2000 Total
500: Education, Training, Employment and Social Serv-
ices:

BA 10.2 9.7 9.6 9.9 9.7 49.2

ot 47 9.4 9.9 104 10.1 445
550: Health:

BA 73 113 177 26.0 354 97.8

or 5.7 11.6 18.2 26.3 358 97.6
570: Medicare:

BA 12.3 211 26.9 32.2 38.0 130.5

o) . 12.3 211 26.9 322 38.1 130.5
600: Income Security:

BA 22 7.8 10.1 15.0 12.8 48.0

ot . 6.9 135 17.3 229 24.7 85.3
650: Social Security:

On-budget:.

700:

750:

800:

900:

920:

950:

Veterans Benefits:
BA

o1

Administration of Justice:
BA

)

General Government:
BA .

o1

Net Interest:
On-budget:

Allowances:

BA .

or .

Undistributed 6ﬁsetting Reé'eipts:

Total Spending:

On-budget:

0.6

........ 06 07
17 14
0.4 1.0
18 1.6
0.4 0.3
2.1 19
12 14
2.1 71
2.1 71
2.1 71
2.1 71
8.6 85
6.5 85
1.2 -11
12 -11

1.2 -11 0.6 44 48 10.0
12 -11 0.6 44 48 10.0
68.9 89.7 1109 134.4 155.7 559.6
50.7 93.1 122.1 1533 179.2 598.4
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PRESIDENT COMPARED TO COMMITTEE RECOMMENDATION—Continued

[Dollars in billions]

1996 1997 1998 1999 2000 Total

Total:
BA ... . 68.9 89.7 1109 134.4 155.7 559.6
(o] J— . . 50.7 93.1 122.1 153.3 179.2 598.4

Revenues:
On-budget ... . . . -16 -106 -—-118 —1565 —214 —609
Off-budget ....... . © e et s s e
Total ..coevvennee . . -16 -106 -—-118 -—155 —214 —609

Deficit:

On-budget ..... . . . 52.2 103.7 1339 168.8 200.6 659.3
OFf-DUAGEL .vovvvvecetersteeee s e e i e e e
Total 52.2 103.7 1339 168.8 200.6 659.3

CREDIT TOTALS IN COMMITTEE RECOMMENDATION BY FUNCTION

[In billions of dollars]

1996 1997 1998 1999 2000 2001 2002

Function 050:

Direct Loans . 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Guaranteed Loans ........ . . 17 17 17 17 1.7 17 17
Function 150:

Direct Loans . . . 5.7 5.7 5.7 5.7 5.7 5.7 5.7

Guaranteed Loans ....... . . 183 183 183 183 183 183 183
Function 270:

Direct Loans . . . 12 12 12 12 12 12 12

Guaranteed Loans ....... . . 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Function 300:

Direct Loans . . 0.1 0.1 0.1 0.1 0.1 0.1 0.1

Guaranteed Loans ....... . 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Function 350:

Direct Loans . . 115 115 109 116 114 111 109

Guaranteed Loans ....... . 5.7 5.7 5.7 5.7 57 57 5.7
Function 370:

Direct Loans . . 14 14 14 14 14 14 14

Guaranteed Loans ........ . . 1231 1231 1231 1231 1231 1231 1231
Function 400:

Direct Loans . . . 0.2 0.2 0.2 0.2 0.2 0.2 0.2

Guaranteed Loans ....... . . 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Function 450:

Direct Loans . . . 2.7 2.7 2.7 2.7 2.7 2.7 27

Guaranteed Loans .......... . . 12 12 12 12 12 12 12
Function 500:

Direct Loans et 136 163 191 218 219 220 222

GUAranteed LOANS .......cceervermreereeessnnessseeessesssseesssnes 163 159 152 143 150 158 166
Function 550:

Direct Loans e —————— 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Guaranteed LOANS ... 0.3 0.3 0.3 0.3 0.3 0.3 03

Function 600:
Direct Loans
Guaranteed Loans

Function 700:
Direct Loans
Guaranteed Loans

0.0 0.0 0.0 0.0 0.0 0.0 0.0
0.1 0.1 0.1 0.1 0.1 0.1 0.1

12 11 1.0 1.0 12 14 17
267 216 197 186 193 199 206

Grand total:
Direct Loans . 376 402 423 457 458 458 461
Guaranteed Loans ....... . 1934 1879 1853 1833 1847 186.1 187.6
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V. BUDGET RESOLUTION: ENFORCEMENT, RECONCILIATION, AND
OTHER ISSUES

Prior to 1974, the President was the dominant player in setting
national budget priorities. Congress reasserted its role over the
budget through the enactment of the Congressional Budget Act of
1974 (the Budget Act). The Budget Act established budget proce-
dures and internal enforcement mechanisms to ensure effective
Congressional control over fiscal policy and the budgetary process.

A. CONTENTS OF THE BUDGET RESOLUTION

The focus of the Congressional budget process is the concurrent
resolution on the budget (the budget resolution), which plays the
central role in setting and enforcing Congressional budget prior-
ities. Under the Congressional Budget Act of 1974, as amended, the
budget resolution is privileged and is considered under expedited
procedures. Because such procedures are unusual in the Senate,
section 301 places constraints on the budget resolution by setting
forth the elements that must be contained in the budget resolution
and those elements that may be included at the discretion of the
Budget Committees.

Aggregates and functional levels

Section 301(a) of the Budget Act requires the budget resolution
to set forth the aggregate levels of new budget authority, outlays,
revenues, the deficit (or surplus), and the public debt, among oth-
ers. The aggregate amounts of new budget authority and outlays
are then required to be divided and set forth for each major func-
tional category. (Functional categories classify the budgetary re-
sources of programs into categories according to the national need
addressed, e.g. Defense, International Affairs, Health, General Gov-
ernment, etc). The budget resolution is also required to set forth
the outlays and revenues of the Old-Age and Survivors Insurance
and the Disability Insurance (OASDI) Trust Funds. These aggre-
gates, functional levels, and other amounts required under section
301 can be found in sections 2 through 5 of the fiscal year 1996
budget resolution.

OASDI trust funds

The Budget Enforcement Act of 1990 (the BEA) affirmed the off-
budget status of the OASDI trust funds. Section 301(a) of the
Budget Act, as amended by the 1990 Act, specifically prohibits the
inclusion of the receipts or disbursements of the OASDI trust funds
in the deficit totals in the budget resolution. Section 301(i) pro-
hibits the budget resolution from reducing the surplus in the
OASDI trust funds in any fiscal year covered by that resolution.
The fiscal year 1993 and 1994 budget resolutions made this prohi-
bition applicable against floor amendments to the budget resolu-
tion, that restriction continues to apply as a rule of the Senate. The
fiscal year 1996 budget resolution complies with the BEA and with
all of the restrictions on Social Security trust funds under section
301 of the Budget Act.
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Additional matters that may be in budget resolutions

Section 301(b) sets forth those elements that may be included in
the budget resolution at the discretion of the Budget Committees.
One of these elements is reconciliation instructions described in
section 310 of the Budget Act. Periodically, Congress may adopt a
budget resolution that will require changes in the projected levels
of direct spending or revenues under current law. In order to im-
plement that budget resolution, the differences between current
law and the budget resolution must be reconciled and the budget
resolution will, therefore, contain “reconciliation instructions”. (See
Reconciliation below).

In addition to the aggregates, functional levels, and the reconcili-
ation instructions, section 301(b) of the Budget Act permits the
budget resolution to include “other matters, and [to] require other
procedures relating to the budget as are appropriate to carry out
[the Budget] Act.” This section has been the authority to include
language amending the budget process, creating new enforcement
mechanisms, and clarifying the application of existing provisions of
the Budget. Such language may be temporary or permanent, and
may affect only the Senate or may affect both Houses of Congress.
The fiscal year 1996 budget resolution establishes discretionary
caps for defense and non-defense spending, modifies and extends
the 10-year pay-go point of order, establishes two “reserve funds”
for legislation that reduces revenues, and clarifies the budget scor-
ing treatment of certain transactions. (See Part VI, Miscellaneous
Provisions, of this report).

Other constraints on the budget resolution

Subsection (g) of section 301 and other sections of the Budget Act
place restrictions on the budget resolution that are enforceable
through points of order. Section 301(g) prohibits the consideration
of a budget resolution (or an amendment thereto) that is based on
more than one set of economic assumptions. The fiscal year 1996
budget resolution complies with this requirement (See Part Il, Eco-
nomics, of this report). Section 601(b) prohibits the consideration of
a budget resolution (or an amendment thereto) that would exceed
the discretionary spending limits set forth in section 601(a). This
prohibition is continued and the discretionary caps reduced in a
separate provision in the fiscal year 1996 budget resolution (See
Part VI, Miscellaneous Provisions, of this report). Lastly, section
305(d) prohibits the Senate from voting on a budget resolution that
is not mathematically consistent

In addition to points of order against the budget resolution that
were established in the Budget Act, previously passed budget reso-
lutions contain enforcement provisions against budget resolutions.
Section 24 of the fiscal year 1995 budget resolution (H.Con.Res.
218) prohibits the consideration of a budget resolution for fiscal
years 1996, 1997, or 1998 that recommends discretionary spending
levels in the first year of that resolution that exceed the Exon-
Grassley levels. The fiscal year 1996 budget resolution complies
with this requirement and contains discretionary caps for fiscal
years 1997 through 2002 that reduce the discretionary caps to lev-
els below the Exon-Grassley reductions and, thereby, supercedes
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Exon-Grassley. (See Part VI, Miscellaneous Provisions, of this re-
port).

Crime trust fund

The Violent Crime Control and Law Enforcement Act of 1994
(the Crime Act) established the Violent Crime Reduction Trust
Fund (the Fund). Specified levels of funds are provided to the Trust
Fund each year through fiscal year 2000 and those funds are avail-
able to be appropriated for crime programs authorized in that Act.
The Fund was not established as an off-budget entity, but is a sep-
arate account whose activities are excluded from the discretionary
spending caps under existing law. The fiscal year 1996 budget reso-
lution includes the new budget authority and outlays associated
with the Fund in the aggregates and function levels in the budget
resolution, but exclude them from the discretionary caps set forth
in section 201 of the resolution..

B. ENFORCEMENT

As explained above, the budget resolution sets for the aggregate
levels of new budget authority, outlays and revenues. Section
302(a) and 602(a) of the Budget Act require the joint statement of
managers accompanying the conference report on the budget reso-
lution to allocate the aggregate levels of new budget authority, out-
lays, and Social Security outlays among the Senate committees,
based on each committee’s jurisdiction over legislation providing
such budgetary resources. The budget authority and outlays associ-
ated with direct spending programs are allocated to the appropriate
authorizing committees for each of five fiscal years in the budget
resolution. The budget authority and outlays associated with dis-
cretionary programs are allocated to the Appropriations Committee
for the first fiscal year in that resolution. Section 602(b) of the
Budget Act requires the Appropriations Committee to suballocate
that amount.

The aggregate spending levels, the revenue floors, and the com-
mittee allocations contained in the budget resolution form the pa-
rameters within which Congress considers spending and revenue
legislation that affect the fiscal years covered by that resolution.
The Budget Act, generally, prohibits the consideration of legislation
that would cause the appropriate levels or allocations to be
breached.

Section 311

In order to determine whether a particular piece of legislation
would breach any of the appropriate levels or allocations, the Sen-
ate Budget Committee tracks and reports to the Senate on the cu-
mulative effect of spending and revenue legislation that has been
enacted. These “Current Level Reports” are printed in the Congres-
sional Record, at least, monthly and form the basis against which
the budgetary effects of legislation under consideration in the Sen-
ate are measured. If the new budget authority provided in, or the
outlays resulting from, the legislation (together with the cumu-
lative spending effects of previously enacted legislation) would ex-
ceed the aggregate level of new budget authority or outlays in the
budget resolution for the first year, that legislation would be sub-
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ject to a point of order under section 311 of the Budget Act. If the
revenue loss resulting from legislation (together with the cumu-
lative revenue effects of previously enacted legislation) would cause
revenues to be less that the the aggregate level of revenues in the
budget resolution that legislation would be subject to a point of
order under section 311. The revenue aggregate is enforced in the
first year and for total of the first year and the four succeeding fis-
cal years. Section 311 may be waived only on an affirmative vote
of sixty (60) Senators.

Section 302

Similarly, the budgetary effects of each bill, amendment, and
conference report is assigned to the committee of jurisdiction. The
cumulative effects of a committee’s legislation that is enacted is
tracked by the Senate Budget Committee and compared to that
committee’s allocation contained in the joint statement of managers
on the budget resolution. Any legislation that would cause the com-
mittee to exceed its allocation for the first fiscal year or the total
of five fiscal years would be subject to a point of order under sec-
tion 302(f) of the Budget Act. That provision may be waived only
on an affirmative vote of sixty (60) Senators.

The surplus in the OASDI trust funds are protected separately
through the aggregate and allocation procedures under the Budget
Act. The budget resolution sets aggregate levels of Social Security
outlays and revenues that are enforced through the the existing
provisions of the Budget Act that prohibit consideration of legisla-
tion that breaches the outlay ceiling or revenue floors, or that
breaches the committee allocation of outlay levels.

Other Sections

In addition to points of order that were established in the Budget
Act, section 23 of the budget resolution for fiscal year 1995 (H. Con.
Res. 218) established the “pay-as-you-go” point of order. This provi-
sion prohibits consideration of legislation that would increase the
deficit in year one, over five years, or over 10 years. This provision
is modified slightly and extended in the fiscal year 1996 budget
resolution (See Part VI, Miscellaneous Provisions, of this report).
The 10-year “pay-as-you-go” provision may be waived only on an af-
firmative vote of sixty (60) Senators.

Committee Allocations

Section 301(e)(9) of the Budget Act requires the written report
accompanying the budget resolution to include allocations of the
aggregate levels to the appropriate Senate committees in accord-
ance with section 302(a). Accordingly, the committee allocations are
shown below:
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SENATE COMMITTEE BUDGET AUTHORITY AND OUTLAY ALLOCATIONS PURSUANT TO SECTION 302 OF THE
CONGRESSIONAL BUDGET ACT BUDGET YEAR TOTAL: 1996

[In millions of dollars]

Direct spending jurisdiction Entitlements funded in an-
_— nual appropriations

Committee Budget au-

thority Outlays Butdh%e;tit;u- Outlays
Appropriations .............. . s 759,739 797,323
Appropriations (Violent Crime Trust FUNd) ... 4,101 3,037
Agriculture, Nutrition, and FOreStry .........oomrernnerinnnnns 8,382 6,319
Armed Services ............ . . 41,709 41,356
Banking, Housing, and Urban Affairs ....... 4,251 (8,419)
Commerce, Science, and Transportation 269 (2,383)
Energy and Natural Resources (276) (466)
Environment and Public WOTKS ... 19,823 1,762
Finance ...... . . 627,939 624,410
Foreign Relations ........... 13,926 14,093
Governmental Affairs ... . 52,194 51,081
Judiciary ... e 2,145 2,088
Labor and HUMan RESOUICES ......ccovevvvrevierneierisieiresiesisesessnns 5,891 6,130
Rules and Administration . 204
Veterans Affairs ............. 1,464
Select Indian Affairs ... 378
Small Business .............. (450)
Not allocated to committees (263,128)
Total ... . e 1,268,500 1,274,800 158,436 146,999

SENATE COMMITTEE BUDGET AUTHORITY AND OUTLAY ALLOCATIONS PURSUANT TO SECTION 302 OF THE
CONGRESSIONAL BUDGET ACT FIVE-YEAR TOTAL: 1996-2000

[In millions of dollars]

Direct spending jurisdiction Entitlements funded in annual
appropriations
Committee
Budgeti t;iuthor‘ Outlays Budgeti tsuthor- Outlays
Agriculture, Nutrition, and Forestry 37,325 25,946 84,289 44,437
Armed Services 228,648 221,721 ...

Banking, Housing, and Urban Affairs ....... 21,547 (34,191)

Commerce, Science, and Transportation (7,460) (21,643)

Energy and Natural Resources ... 4,053 3,696

Environment and Public Works ... 121,771 5,742

Finance .......... 3,401,481 3,385,333

Foreign Relations 57,253 61,166

Governmental Affairs 281,885 276,649 ..

Judiciary ......... . 11,183 10,893 1,153 1,149
Labor and Human Resources .. 25,055 24,004 7,642 7,633
Rules and Administration 260 313
Veterans Affairs 18,054 7,573 98,527 97,423
Select Indian Affairs 2,149 1987 i
Small Business .. . s 12 (L,745) oo e

C. RECONCILIATION

As stated earlier, Congress may adopt a budget resolution that
will require changes in the projected levels of direct spending or
revenues under current law. Under these circumstances, the Budg-
et Committee may include “reconciliation instructions” in the budg-
et resolution in order to implement the budget resolution. Section
310 of the Budget Act specifies the form of the instructions and
sets forth the reconciliation process and procedures.
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INSTRUCTIONS AND PROCEDURE

When the budget resolution contains reconciliation instructions,
the Budget Committee specifies, to each committee to be reconciled,
the total amount by which direct spending or revenues under exist-
ing laws is to be changed. The Committee may also specify the
total amount by which the statutory limit on the public debt is to
be changed. Each committee is then instructed to recommend the
appropriate legislative changes to meet the instructions and to re-
port those recommendations to the Senate Budget Committee by a
specified date. Once the budget resolution is adopted in identical
form in both Houses, the reconciliation instructions become bind-
ing.

Upon receipt of each committee’s recommendations (report lan-
guage and CBO cost estimates) the Senate Budget Committee con-
solidates the legislative language into a single piece of legislation
and reports it to the Senate, without substantive change. Section
310 of the Budget Act establishes expedited procedures for the con-
sideration of this omnibus budget reconciliation legislation. In the
Senate, debate on the reconciliation measures is limited to 20
hours, any amendment must be germane and may not increase out-
lays or reduce revenues such that the deficit in the budget resolu-
tion would increase. A motion to strike a provision, regardless of
its effect on the deficit, is always in order. These provisions require
the vote of sixty (60) Senators to waive. The same requirements
concerning mathematical consistency that apply to budget resolu-
tions apply to reconciliation measures; however, this requirement
may be waived on a majority vote.

THE “BYRD” RULE

The “Byrd Rule” is codified in section 313 of the Budget Act and
prohibits the inclusion of matter in a reconciliation measure, or an
amendment thereto, that is extraneous to the deficit reduction
goals of the reconciliation process. If the Presiding Officer sustains
a point of order under the Byrd Rule, that provision is stricken
from the measure and may not be offered as an amendment from
the floor. The Byrd Rule may be waived only on an affirmative vote
of sixty (60) Senators.

A provision is extraneous if it 1) produces no change in outlays
or revenues, 2) increases the deficit, if the reporting committee its
instruction, 3) is not in the jurisdiction of the committee reporting
it, 4) produces changes in outlays or revenues that are “merely inci-
dental” to the non-budgetary components of the provision, 5) in-
creases the deficit in any year beyond the years reconciled and
such increase is not offset by other provisions in the same title, or
6) changes the OASDI program under title Il of the Social Security
Act.

RECONCILIATION INSTRUCTIONS TO THE SENATE COMMITTEES

Pursuant to section 310(b)(2), the fiscal year 1996 budget resolu-
tion includes instructions to the various Senate authorizing com-
mittees to report their recommended changes in law to the Senate
Budget Committee by July 14, 1995. The instructions set targets
for fiscal year 1996, fiscal years 1996 through 2000, and fiscal
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years 1996 through 2002. Such outyear instructions have been in-
cluded in prior year's budget resolutions and are in order in the
Senate.

SENATE COMMITTEE RECONCILIATION INSTRUCTIONS

[Dollars in millions]

Committee 1996 Five-year total ~ Seven-year total

Agriculture, Nutrition and FOrestry OT ...........correrermmmeressmnmeseessnneneens $—2,490 $—27,973 $— 45,804
Armed Services OT .....ccocovrrierinririnnns . . =21 —338 —649
Banking, Housing and Urban Affairs DR ..........cccouevrmrenenncennnineiiinninens —373 —5,742 —6,690
Commerce, Science and Transportation OT .. —2,464 —21,937 —33,685
Energy and Natural Resources OT ... -1,771 —4,775 —5,001
Environment and Public Works OT ... et ——— . —106 —1,290 —2,236
Finance OT ....ccccevvevenne. e . — 21,657 — 278,760 —519,002
Governmental Affairs OT e ——— —118 —3,023 —6,871
Judiciary OT e e —119 —-923 —1,483
Labor and Human Resources 0T ..... e ——— —1,141 —9,165 —13,795
Rules and Administration OT ........cccccvuvenerincnnn: s -2 —280 —319
Veterans' Affairs OT ... e ——— e ———— —301 —5,760 —10,002
Total reconciliation inStructions OT ............couuevenvrvveerrineniinnnnes —30,563 — 359,966 — 645,537

D. OTHER ISSUES
FEDERAL AID TO STATE AND LOCAL GOVERNMENTS

The Committee recommendation includes as one of its objectives
the return of programs to the States. Section 302 of the resolution
sets forth the committee’s views on the relationship between the
Federal government and state and local governments.

The Committee recommendation does assume the growth in
funding to States and local governments is slowed, but the rec-
ommendation assumes that the States and local governments are
given greater flexibility to determine the allocation of resources. In
addition, a balanced budget will benefit States and local govern-
ments by lowering interest rates, increasing economic growth, and
increasing the standard of living of the American people.

The major assumptions in the Committee recommendations for
Federal assistance to States and local governments are as follows:

$780 billion is spent on the Federal Medicaid program over
the next seven years, with an average growth rate of 5 percent
(see the function 550, Health, discussion for more details).

Welfare programs and certain housing programs are re-
turned to the States in the form of block grants (see the func-
tion 600, Income Security, discussion for more details).

Funding is maintained for major education and social serv-
ices programs serving disadvantaged populations including:
Chapter 1, Head Start, Special Education, Pell Grants, and the
Community Services Block Grant program. Other job training
and education programs are consolidated or eliminated (see the
function 500, Education, discussion for more details).

In addition to these major proposals, the Committee rec-
ommendation includes other assumptions that affect funding for
State and local governments. The details of these proposals can be
found in the following functions: 300 (Natural Resources and Envi-
ronment), 400 (Transportation), 450 (Community and Regional De-
velopment), and 750 (Administration of Justice).



128

SENATE DIRECTIVES AND COMMITTEE RULES CHANGE

During the Committee’s markup of the budget resolution the
Committee adopted an amendment to its rules, which was pub-
lished in the May 9, 1995 Congressional Record (p. S6367). The
amendment established a “pay-as-you-go” rule for all amendments
offered during the Committee’s deliberations on the 1996 budget
resolution. The amendment to the Committee’s rules required all
perfecting amendments to the Chairman’s mark to be deficit neu-
tral and all substitute amendments to achieve a balanced budget
by 2002. An exception was made for a substitute amendment com-
prising the President’'s budget request.

The Committee took this extraordinary action because of a mo-
tion adopting during the Senate’s consideration of the proposed
amendment to the Constitution requiring that the Federal budget
be balanced by 2002. On February 10, 1995, during the debate on
H.J. Res. 1, the Senate directed the Budget Committee to report to
the Senate a plan to achieve a balanced budget by a vote of 87—
10.

The Committee recommendation complies with the Senate’s di-
rective to report a plan to achieve a balanced budget by 2002.

V1. PROCEDURAL AND MISCELLANEOUS PROVISIONS

The Senate-reported resolution includes a number of miscellane-
ous provisions to ensure a balanced budget is achieved by 2002 and
the budget resolution’s policies are executed. Title Il of the resolu-
tion establishes procedures and rules to implement a balanced
budget and title 11l includes provisions stating the sense of the
Senate or Congress.

TITLE II—BUDGETARY RESTRAINTS AND RULEMAKING

Sec. 201. Discretionary spending limits

The 1990 Budget Enforcement Act (BEA) established caps on de-
fense, international, and domestic discretionary spending. These
caps were enforced by sequesters and a points of order in the Sen-
ate. The separate caps covered 1990 through 1993. The BEA pro-
vided a cap on total discretionary spending for 1994 through 1995.
The Omnibus Budget Reconciliation Act of 1993 extended caps on
total discretionary spending through 1998. The 1995 budget resolu-
tion (H. Con. Res. 218) reduced these discretionary caps.

The Committee recommendation establishes the following caps
on defense and nondefense discretionary spending for 1996 through
2002;

DISCRETIONARY CAP TOTALS

[Dollars in millions]

1996 1997 1998 1999 2000 2001 2002

Defense:

Budget au-
thority ... $258,379 $254,028 $260,321 $266,906 $276,644 $276,644 $276,644
Outlays .......... 262,035 257,695 255,226 260,331 268,468 268,468 270,000
Nondefense:
Budget au-

thority ... 219,441 212,164 219,247 210,579 215,533 219,454 218,854
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DISCRETIONARY CAP TOTALS—Continued

[Dollars in millions]

1996 1997 1998 1999 2000 2001 2002

Outlays .......... 264,908 249,248 244,735 242,240 243,293 248,790 248,160
Total discretionary:
Budget au-
thority ... 477,820 466,192 479,568 477,485 492,177 496,098 495,498
Outlays .......... 526,943 506,943 499,961 502,571 511,761 517,258 218,160

This section provides for the enforcement of these discretionary
spending caps by creating a point of order in the Senate against
consideration of a budget resolution that would exceed the aggre-
gate cap on discretionary spending. This section also provides a
point of order in the Senate against an appropriations bill that
would exceed the defense or non-defense levels for a fiscal year or
that would exceed the section 602(b) suballocation of those levels.
This point of order can be waived by an affirmative vote of three-
fifths of the Senate.

Sec. 202: Extension of the pay-as-you-go point of order

Subsection 12(c) of the 1994 budget resolution (H. Con. Res. 64)
established a pay-as-you-go point of order in the Senate that pro-
hibited consideration of legislation that would cause an increase in
the deficit over a ten year period. The 1995 budget resolution (H.
Con. Res. 218) modified and extended this point of order to provide
that legislation was out of order if it caused a deficit increase in
the first year covered by the budget resolution, the sum of the first
five years covered by the budget resolution, and the sum of the five
years following the first five year period. The current pay-as-you-
go point of order expires in 1998.

The Committee recommendation extends the point of order
through 2002 and makes one additional change. The current pay-
as-you-go point of order permits the use of budgetary savings gen-
erated by legislation enacted since 1993 as an offset for legislation
that would increase the deficit. The Committee recommendation
modifies the pay-as-you-go point of order to eliminate the ability to
use prior surpluses.

Sec. 203. Tax reserve fund in the Senate

A budget resolution establishes binding ceilings on spending and
binding floors on revenues. These ceilings and floors are enforced
by points of order in the Senate that, if raised, can only be waived
by an affirmative vote of three-fifths of the Senate. A reserve fund
provides the Chairman of the Budget Committee with the authority
to modify the outlay ceiling and the revenue floor to accommodate
deficit-neutral legislation. The Budget Act specifically authorizes
the inclusion of reserve funds in a budget resolution and past budg-
et resolutions have included reserve funds for a variety of purposes.
For example, the 1994 budget resolution contained 11 such reserve
funds.

The Committee recommendation provides a reserve fund for defi-
cit-neutral legislation that reduces revenues following passage of
the conference report on reconciliation. This reserve fund provides
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the Chairman authority to modify the aggregates for legislation
that reduces revenues.

The Committee adopted a Conrad-Domenici amendment to this
reserve fund. Past budget resolutions have only required that legis-
lation to be deficit neutral for the five year period covered by the
budget resolution. As amended, this reserve fund would give the
Chairman of the Budget Committee the authority to trigger the re-
serve fund as long as the revenue legislation did not increase the
deficit for 1996, the period covered by 1996-2000, and the period
covered by 2001-2005.

Sec. 204. Budget surplus allowance

Past budget resolutions have contained reserve funds, contin-
gencies or allowances that provide the Chairman with the author-
ity to modify the aggregate levels in the budget resolution for fu-
ture legislation. For example, the 1995 concurrent resolution on the
budget gave the Chairman the authority to add $405 million in
budget authority and outlays to the levels in the budget resolution
to accommodate higher spending by the Internal Revenue Service
(IRS).

The Committee Recommendation provides a budget surplus al-
lowance that gives the Chairman of the Budget Committee the au-
thority to reduce the revenue floor by an amount equal to the addi-
tional budgetary savings as estimated by CBO that will be
achieved as a result of the enactment of legislation that produces
a balanced budget. CBO has calculated that adoption of a balanced
budget could generate additional budgetary savings of $170 billion
over seven years.4 This additional budgetary savings has been re-
ferred to as the “fiscal dividend” or “economic dividend”.

This section requires CBO to reestimate the deficit after the en-
actment of the reconciliation bill and to provide the Chairman of
the Budget Committee with the revised estimate of the deficit. If
CBO estimates a lower deficit as a result of the enactment of the
reconciliation bill and the economic benefits of achieving these
lower deficit levels, the Chairman of the Budget Committee is
given the authority to reduce the budget resolution’s revenue ag-
gregates and revise other levels to accommodate legislation that re-
duces revenues. The Chairman is only allowed to reduce the reve-
nue aggregates by the amount of the fiscal dividend, which is cal-
culated by taking the amount by which CBO’s revised deficit esti-
mate is below the budget resolution’s deficit levels.

While this section only refers to legislation that reduces reve-
nues, the Committee expressed its intent on revenue legislation by
the adoption of an amendment by Senators Boxer and Brown. This
amendment is reflected in section 306 of the resolution that states
the sense of the Congress that tax reduction legislation should pro-
vide approximately 90 percent of the benefits to working families
with incomes less than $100,000 annually. It is the Committee’s
view that the appropriate definition to be used in measuring the
$100,000 in annual income is adjusted gross income (see the reve-
nue section of this report for a full discussion).

4 Congressional Budget Office, Appendix B, An Analysis of the President's Budgetary Proposals
for Fiscal Year 1996, April 1995.
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The Committee is concerned that revenue reducing legislation
not erode the deficit levels in this budget resolution. Therefore, the
Committee recommendation requires a CBO certification of the fis-
cal dividend and spells out two other contingencies that must be
met before this allowance is triggered. More specifically, subsection
(e) provides that the following contingencies must be met prior to
the triggering of this budget surplus allowance:

(1) enactment of a reconciliation bill complying with the
budget resolution’s reconciliation instructions;

(2) a CBO certification of the fiscal dividend; and

(3) a requirement that the adjustments made by the Chair-
man do not cause a budget deficit for the years 2002, 2003,
2004, or 2005.

Sec. 205. Scoring of emergency legislation

The 1990 Budget Enforcement Act amended the Budget Act to
provide a procedure that provided that the cost of emergency legis-
lation would not be taken into account for the purposes of Budget
Act points of order. More specifically, section 606(d)(2) of the Budg-
et Act provides that the budgetary impact of legislation is not
taken into account for Budget Act points of order if legislation is
designated as an emergency by the President and the Congress.

The Committee is concerned about the abuse of these emergency
procedures and is concerned that this provision of the law could be
used to circumvent the balanced budget plan required by this budg-
et resolution. However, the Committee also recognizes the need to
fund emergency legislation.

The Committee recommendation provides that beginning with
1996 all legislation will be scored for the purposes of the budget
resolution and the Budget Act even if it is designated as an emer-
gency. If legislation is a true emergency, there should be sufficient
support to waive a Budget Act point of order against such legisla-
tion. In addition, the Committee recommendation does not affect
current law provisions that provide adjustments to the caps so that
emergency legislation does not cause a sequester under the Bal-
anced Budget and Emergency Deficit Control Act. Moreover, the
Committee recommendation provides that the discretionary caps
established by section 201 of this resolution will be adjusted after
the enactment of any emergency legislation to hold the caps harm-
less for the cost of the emergency legislation.

Sec. 206. Sale of government assets

In 1987, the Congress adopted a change in the scoring of legisla-
tion to provide that the proceeds from assets sales should not be
taken into account for budget enforcement purposes. Each budget
resolution since 1986 has contained language prohibiting the scor-
ing of savings associated with asset sales. In addition, section
257(e) of the Balanced Budget and Emergency Deficit Control Act
prohibits the scoring of the proceeds from asset sales.

This rule has blocked privatization efforts and other reforms that
would shift activities to the private sector or other non-federal enti-
ties that can more appropriately or more efficiently manage these
assets. The President’s 1996 budget proposed $8 billion in proceeds
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from assets sales and proposed a change in the asset sale scoring
rule to allow the proceeds from these asset sales to be scored.

The Committee recommendation provides that for the purposes
of the Budget Act and budget resolutions the proceeds from asset
sales will be scored. The Committee notes that the budget resolu-
tion cannot change law and for the purposes of Office of Manage-
ment and Budget (OMB) scoring, proceeds from asset sales will not
be scored until section 257(e) of the Balanced Budget and Emer-
gency Deficit Control Act is either amended or repealed.

The Committee is concerned about the long-term budgetary im-
pact of asset sales and does not support asset sales that would cost
the Federal government money in the long run. The Committee
plans to consider a new scoring rule that would take into account
the long-term budgetary impact of asset sales.

Sec. 207. Credit reform and student loans

The 1990 Federal Credit Reform Act modified the budgetary
treatment of Federal credit programs to take into account the long-
term cost of Federal credit activities. More specifically, this law re-
quired the cost of direct loans and guaranteed loans to be meas-
ured by taking the net present value of the cash flows over the life
of the direct loan or loan guarantee.

Under credit reform, several disparities have arisen in the scor-
ing of student loans. The Committee recommendation corrects a
portion of the problem associated with the budgetary treatment of
administrative expenses. For direct student loans, the administra-
tive cost are measured on a cash basis, with the budget reflecting
only that year’s cost of administering the loan. For guaranteed stu-
dent loans, the administrative costs are measured on a net present
value basis for the entire length of the loan. The result is that di-
rect lending appears to be much less expensive than guaranteed
student lending. Both the Congressional Research Service and the
Congressional Budget Office have acknowledged the bias that this
treatment of administrative expenses has created.

The Committee recommendation would put the measurement of
administrative expenses on equal footing for legislation expanding
direct student loans. More specifically, the Committee rec-
ommendation provides that for the purposes of Congressional scor-
ing, the administrative cost for new direct student loans to be
measured on a net present value basis.

Sec. 208. Extension of Budget Act 60-vote enforcement

Under current law, the three-fifths requirement in the Senate to
waive many of the Budget Act’s points of order is permanent. The
1995 concurrent resolution on the budget provided a 1998 sunset
date for the three-fifths waiver requirement for many of these
points of order.

The Committee recommendation extends the sunset date for this
three-fifths waiver requirement through 2002. The Committee rec-
ommendation does not affect section 313 of the Budget Act (the
Byrd rule). The Committee intends that the three-fifths waiver re-
quirement for this point of order remain permanent.
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Sec. 209. Repeal of the IRS allowance

Section 25 of the 1995 budget resolution (H. Con. Res. 218) cre-
ated a $405 million BA and outlay allowance to fund an Internal
Revenue Service (IRS) compliance initiative outside the discre-
tionary caps.

The Committee recommendation repeals this allowance. The
Committee recommendation includes full funding for the IRS com-
pliance initiative in function 800, General Government. The Com-
mittee is concerned about efforts to circumvent the caps and does
not believe that the IRS should be funded outside the discretionary
caps.

Sec. 210. Exercise of rulemaking powers

The Committee recommendation includes a number of changes
that have the effect of changing the rules of the Senate. The Com-
mittee recommendation includes a provision recognizing the Sen-
ate’s constitutional right to change Senate rules at any time.

TITLE 1II—SENSE OF THE CONGRESS AND THE SENATE

The Committee recommendation includes the following sense of
the Congress and Senate provisions.
Restructuring government and program terminations (sec.
301);
Returning programs to the States (sec. 302);
Commercialization of Federal activities (sec. 303);
Nonpartisan advisory commission on the CPI (sec. 304);
Uniform accounting system for the Federal government (sec.
305);
Tax cuts and the middle class (sec. 306);
Bipartisan commission on the solvency of Medicare (sec.
307);
Distribution of agriculture savings (sec. 308);
Protection of children’s health (sec. 309);
Tax deductibility of lobbying expenses (sec. 310); and,
Expatriate taxes and deficit reduction (sec. 311).

VII. CoMMITTEE VIEWS AND ESTIMATES

Section 301(c) of the Congressional Budget Act requires the com-
mittees of the Senate to report to the Budget Committees their
views and estimates of budget requirements for matters within
their jurisdictions to assist the Budget committees in preparing the
budget resolution.

Following are the views and estimates received from the various
Senate committees:



INTRODUCTION

The portion of our national wealth dedicated to discretionary
Federal programs continues to decline. Discretionary spending
claimed 13.4 percent of gross domestic product [GDP] in fiscal year
1963. It has declined to 8.2 percent of GDP in fiscal year 1994. Dis-
cretionary spending peaked at 14.4 percent of GDP in fiscal year
1968, and has been less than 10 percent each year since fiscal year
1988. The portion of our gross domestic product devoted to discre-
tionary spending in fiscal year 1994 was 8.2 percent—the lowest
level over the 1963-94 time period. This trend is illustrated by the
table below:
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The Congressional Budget Office [CBO] estimate for fiscal year
1995 enacted discretionary spending is even lower—7.7 percent of
GDP, falling to 7.4 percent of GDP, assuming compliance with the
discretionary caps in fiscal year 1996. Moreover, under CBO’s most
unrestrictive projection with full inflation adjustments after fiscal
year 1998, discretionary spending will decline to 6.5 percent of
GDP by the fiscal year 2000.

The CBO in its January 1995 report entitled “The Economic and
Budget Outlook: Fiscal Years 1996—-2000" estimates that, in order
to stay within the current statutory discretionary caps in fiscal
year 1998, all discretionary spending—for defense, international,

(134)
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and domestic activities—would have to be frozen for 3 years at the
fiscal year 1995 levels. Under the existing statutory regime, there-
fore, no room exists to increase any program above the fiscal year
1995 level for the next 3 years without concomitant reductions in
other discretionary programs.

This document sets forth the views of the Committee on Appro-
priations on the fiscal year 1996 budget, and is submitted to the
Senate Committee on the Budget pursuant to section 301(d) of the
Congressional Budget Act of 1974, as amended (the Budget Act).

Fiscal year 1996 spending estimates contained in this report are
at best preliminary, and reflect the concerns of the 13 subcommit-
tees. The President’s budget request was submitted to the Congress
on February 6, 1995, and detailed justification materials are still
arriving. In addition, the Committee has had under consideration
the Department of Defense supplemental request for replenishing
certain accounts for the course of the current year, a major disaster
relief supplemental, and a rescission bill making substantial reduc-
tions in prior-year appropriations. Consequently, the subcommit-
tees have just begun the hearings designed to scrutinize the admin-
istration proposals and current spending within their respective ju-
risdictions. The Committee notes that the President's budget re-
quest, in many instances, is predicated on actions outside the con-
trol of the appropriations process, including changes in substantive
law, administrative action, and budget amendments to be submit-
ted later.

The following table shows the portion of the President’s request
within the purview of the Committee. The estimates used in this
table reflect the President’s estimates, prepared by OMB. OMB es-
timates are used in measuring compliance with the strictures of
the sequester regime which is used to enforce the statutory caps of
the Balanced Budget and Emergency Deficit Control Act of 1985,
as amended. CBO estimates are used for measuring compliance
with Budget Act points of order.
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Composition of the President's FY 1996 Request

Outlays as a Percent of Budget

Discretionary

(34.1%) Bees Net Interest

(15.9%)

International Affairs (1 50;
(1.3%

Medicare
{9.8%)

Defense {050
{16.3%

MedIcaid
(5.9%)

(12:5%) Soctal Security
(21.8%)
Dollars in Percent of
Billions Total

TOTAL BUDGET .... 1,612.1 100.0%
Mandatorles and entitlements:

Net Interest .. 257.0 15.9%

[ =Ta [0 - TP 157.3 9.8%

Medicaid 95.9 5.9%

Social SECUNY .uunreemreecrreneesscncr i 351.4 21.8%

All Other . 201.6 12.5%

Total Mandatory - 1,063.2 65.9%

Discretionary Appropriations:
Defense (050) 262.2 16.3%

International Affalrs (150) 21.0 1.3%
Domestic Discretionary 265.8 16.5%
Total Discretionary 549.0 34.1%

The following table shows what spending would be in fiscal year
1996 if budget authority were maintained at fiscal year 1995 levels:
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[In millions of dollars]

Budget authority CBO outlays
Fiscal year Fisiglgiyiear Freeze ver-  Fiscal year Fisiglg%ear Freeze ver-
1995 base freeze sus base 1995 base freeze sus base
Discretionary:
Defense 262,390 263,031 +641 269,950 263,811 —6,139
International ... 20,442 20,499 +57 21,213 21,110 —103

Domestic 223,487 229970  +6,483 252,029 255,666  +3,637

Subtotal, discretionary ..
Violent crime reduction trust fund
Gramm-Rudman-Hollings mandatory .

506,319 513500  +7,181 543192 540,587  —2,605
2,422 2422 s 724 1,614 +890
273348 296,454 +23,106 256,659 284,161 +27,502

Total appropriations ... 782,089 812,376 +30,287 800,575 826,362 + 25,787

NOTE: In all tables, detail may not add to totals due to rounding.

The above table reflects CBO's estimate of discretionary spending
if appropriations were continued in fiscal year 1996 at enacted
1995 levels. There are two principal exceptions to this rule. First,
CBO assumes, as specified by section 257(c)(2) of the Balanced
Budget and Emergency Deficit Control Act of 1985, that funds will
be appropriated in fiscal year 1996 to renew expiring contracts for
subsidized housing. Second, in the case of advance appropriations,
CBO uses the amount of the advance rather than the 1995 level.
In addition, CBO does not make projections of negative budget au-
thority. A comparable table appears for each subcommittee.

AGRICULTURE, RURAL DEVELOPMENT, AND RELATED AGENCIES

[In millions of dollars]

Budget authority CBO outlays

Fiscal Fiscal Freeze Fiscal Fiscal Freeze

year 1995  year 1996 Versus year 1995  year 1996 Versus

base freeze base base freeze base

Discretionary:

DEFENSE ...vvvoeviiiciiins s s s s s s s
International ... 1,254 -9
Domestic ........ 12,507 —377
Subtotal, diSCretionary ............ccovevererneerieineias 13,741 13741 . 14,232 13,761 —471

Violent crime reduction trust fund
Gramm-Rudman-Hollings mandatory ..

53446 49,867 —3579 36916 39,184 +2,268

Total appropriations ...........c.coeceeeeeerreenersnrinens 67,187 63,608 —3,579 51,148 52,945 +1,797

NOTE: In all tables, detail may not add to totals due to rounding.
OVERVIEW

The Subcommittee on Agriculture, Rural Development, and Re-
lated Agencies provides funding for all programs and activities of
the U.S. Department of Agriculture [USDA], with the exception of
those of the U.S. Forest Service. These include agricultural re-
search and extension activities, a variety of conservation programs,
farm income and commodity price support programs, marketing
and inspection activities, domestic food programs, rural economic
and community development and electrification assistance, and
various export and international activities of the USDA.
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In addition, the subcommittee provides funding for the Food and
Drug Administration [FDA] and the Commodity Futures Trading
Commission [CFTC], and establishes a limitation on the adminis-
trative expenses of the Farm Credit Administration [FCA]. It also
provides money to the Department of the Treasury for payments to
the Farm Credit System Financial Assistance Corporation.

FISCAL YEAR 1995 BASE AND FISCAL YEAR 1996 FREEZE

Total new budget authority for programs and activities under the
subcommittee’s jurisdiction is estimated by CBO to decline by
$3,579,000,000 in fiscal year 1996, from a fiscal year 1995 baseline
level of $67,187,000,000 to a $63,608,000,000 fiscal year 1996
freeze level. Total new budget authority for discretionary programs
under a freeze will remain at the fiscal year 1995 base level of
$13,741,000,000. In addition, CBO estimates that total direct loan
authority under a freeze will decline by $1,078,588,000, from
$4,085,929,000 to $3,007,341,000; and that total guaranteed loan
authority will increase slightly to $3,142,579,000.

The $3,579,000,000 reduction in the total new budget authority
available to fund all programs and activities under a fiscal year
1996 freeze level is equal to the reduction in CBO's estimate of
total fiscal year 1996 appropriations required to meet mandatory
program costs. CBO estimates that a $10,500,000,000 appropria-
tion will be required in fiscal year 1996 to reimburse the Commod-
ity Credit Corporation [CCC] for net realized losses, $5,000,000,000
below the fiscal year 1995 base level. Offsetting the reduction in
CCC spending, is a $1,421,000,000 increase in total appropriations
projected to be required to meet other mandatory program costs.
These include increases above the 1995 base level for the Food
Stamp Program (+$820,000,000), the Conservation Reserve Pro-
gram (+$17,501,000), the Federal Crop Insurance Corporation
fund  (+$44,000,000), the Wetlands Reserve Program
(+$47,625,000), and the National School Lunch and other child nu-
trition programs (+$459,000,000).

The Appropriations Committee has no effective control over the
appropriations required to cover these mandatory program costs.
Only changes in substantive law to limit or reduce the costs of
these programs will affect fiscal year 1996 and future year appro-
priations for these programs.

Outlays for mandatory programs represent just over 72 percent
of total fiscal year 1995 base outlays for all programs and activities
under the subcommittee’s jurisdiction, and will rise to 74 percent
of the subcommittee’s total outlays under a fiscal year 1996 freeze.
Correspondingly, total outlays for the wide range of other discre-
tionary programs and activities funded by the subcommittee will
begin to decline, from nearly 28 percent in 1995 to 26 percent of
total outlays under a fiscal year 1996 freeze.

A freeze in dollar terms on fiscal year 1996 new budget authority
for discretionary programs at the fiscal year 1995 base level will
mean that all programs will decline in real terms. Absorption of
pay and other mandatory cost increases will be required. No in-
creased funding will be available for program enhancements or new
initiatives. Where activities are personnel intensive, such as is the
case with most salaries and expenses accounts, funding pay raise
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and other mandatory cost increases will be most difficult. Person-
nel streamlining reductions and administrative cost savings can
offset these additional costs, but many of the agencies have been
held to freeze levels in the past few years and will face further
staffing reductions to meet these costs. Increases to enhance base
program levels or to fund new requirements will only be possible
through offsetting program cuts or eliminations. Increased
targeting or the establishment of program or funding priorities may
partially ameliorate the impacts of a freeze on individual programs
and activities. To the extent that increased funding is available,
the subcommittee will be faced with decisions as to how to allocate
the resources available among a number of competing priorities.

The USDA Office of General Counsel’s budget provides an exam-
ple of the effects of absorbing mandatory and inflationary cost in-
creases at straight-lined appropriations levels. The Office’s budget
has been frozen for the past 2 years. Personnel cost increases over
that time have forced the Office to reduce staff through attrition
and to pare back nonpayroll expenditures. The Office is facing the
possibility of furloughs in fiscal year 1995. If fiscal year 1996 fund-
ing is limited to the fiscal year 1995 level, the Office anticipates
that it will have to reduce its work force by up to 25 lawyers. Criti-
cal activities such as litigation support and debt collection would be
substantially impaired.

The Food Safety and Inspection Service is also a personnel-inten-
sive agency. The agency is now seeking a supplemental of
$9,082,000 for fiscal year 1995 to cover a shortfall in funding for
mandatory pay raise and other uncontrollable cost increases. Car-
rying this shortfall into fiscal year 1996 will further exacerbate the
agency's ability to meet its staffing requirements. Erosion of the
program to cover increased personnel and other uncontrollable cost
increases will occur in a freeze scenario. Should this occur, it will
prevent proposed improvements in the current inspection program
and could cause a shutdown of all agency operations for up to 31
days. As the GATT and NAFTA agreements are implemented,
other inspection and quarantine activities of the Department could
face similar tradeoff decisions.

Limiting funding for the National Agricultural Statistics Service
to the fiscal year 1995 level would prevent the agency from carry-
ing out two pesticide-related initiatives planned for fiscal year
1996. Both initiatives are critical to achieving integrated pest man-
agement on 75 percent of the Nation’s crop acreage and developing
alternatives for important pesticide uses vulnerable to loss through
regulations.

USDA's discretionary conservation program activities have al-
ready suffered significant reductions in the past couple of years. A
freeze at the fiscal year 1995 level would restrict the Natural Re-
sources Conservation Service from completing its responsibilities
under the Food Security Act, most of which are oriented to activi-
ties on highly erodible land. If additional funds are necessary to
implement USDA's reorganization, a freeze may curtail agency ef-
forts to shift resources from the headquarters to the field. Other
programs of the agency, such as technical assistance for various
mandatory programs, and many private landowner programs will
also be reduced. Appropriations for watershed and flood prevention
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operations sustained a significant cut in fiscal year 1995. However,
despite the program'’s slow obligation rate, outlays will remain high
in fiscal year 1996 from previous year emergency supplemental ap-
propriations and higher regular program appropriations levels.

Increases in interest rates have already eroded funded program
levels of all credit programs within the jurisdiction of the sub-
committee. These include farm ownership and operating, rural
housing, rural electrification and telecommunication, and water
and waste disposal loans. To the extent that the current trends in
interest rates continue, a freeze on subsidy appropriations for these
programs required under credit reform will result in further de-
clines in loan levels below 1995. Conversely, if interest rates de-
cline, it can be expected that program levels will exceed the 1995
levels if appropriated subsidy levels remain at 1995 appropriated
levels. Many of the credit programs also have grant programs
which work in conjunction with, or augment, the respective loan
program. These grant programs are targeted to stimulate economic
growth and industrial development in communities which cannot
qualify for other private or public financing. Uncontrollable in-
creases in personnel and other expenses will erode program levels.
A freeze will also prevent the respective agencies from significantly
reducing current backlogs in these programs. Shifting emphasis
from direct to guaranteed loans may reduce budgetary require-
ments but would deny assistance to the most disadvantaged bor-
rowers who do not have access to a private lender. No credit sales
of inventory properties would occur in fiscal year 1996 under a
budget freeze. This would likely cause the agency to incur mainte-
nance, insurance, and tax costs at a level in excess of 130 percent
of the cost of the program until funding is available to remove
these properties from Government inventory. Should necessary
maintenance not take place, the value of the Government’s inven-
tory would decline. A freeze at the fiscal year 1995 appropriated
level for the Rental Assistance Program would allow for continued
renewal of expiring contracts, but would decrease the level of the
program for new construction by more than 50 percent below the
current level.

Many of the programs administered by the Consolidated Farm
Service Agency are mandatory. However, salaries and expenses for
this agency are discretionary, including the increases that will be
necessary to implement USDA reorganization. In order for the Gov-
ernment to realize long-term savings from reorganization, increases
to fund office consolidation and relocation, and a new supporting
automated data processing network will be required. Any increases
in the mandatory spending level of the Federal Crop Insurance
Program would likely carry increases in the discretionary “Salaries
and expenses” account. Under a freeze, these increases could not
be met, thereby potentially preventing producers from purchasing
crop insurance and precluding them from participation in other
USDA commodity programs.

With the implementation of the North American Free Trade
Agreement and the GATT Uruguay Round Agreement, new oppor-
tunities are emerging to expand United States agricultural exports.
Further investments are required to take advantage of export pro-
motion and market expansion opportunities at a time when inter-
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national markets are growing but also becoming increasingly com-
petitive. Without increased funding in this area, USDA indicates
that the United States risks losing existing market share. Eleven
of our major agricultural trade competitors are already spending a
total of about $500,000,000 annually to carry out a wide variety of
market development programs, almost four times the amount that
USDA will spend on market development programs this fiscal year.
During congressional consideration of the Uruguay Round imple-
menting legislation, the administration made a commitment to in-
crease the program levels of the “greenbox” or GATT-consistent ex-
port promotion programs by $600,000,000 over the next 5 years to
take full advantage of the market-opening benefits of that agree-
ment. Increases in funding for discretionary “greenbox” programs
cannot be accommodated at the fiscal year 1995 level. Without ad-
ditional resources, continued absorption of domestic and overseas
wage and price increases will further erode USDA'’s current export
promotion capabilities as overseas offices and agency staffing levels
sustain further cuts. USDA’s Foreign Agricultural Service has al-
ready reduced domestic permanent employment by 10 percent since
fiscal year 1993 and most recently, closed the London Agricultural
Trade Office to offset higher fiscal year 1995 overseas operating
costs elsewhere.

USDA domestic food assistance programs serve as a fundamental
safety net for families in need and provide food and nutrition infor-
mation to improve the health and well-being of eligible American
citizens. The Special Supplemental Food Program for Women, In-
fants, and Children [WIC] has received substantial additional an-
nual investments each year. In fiscal year 1995, a $3,470,000,000
appropriation was provided for WIC, $260,000,000 above the fiscal
year 1994 level. This was the single largest funding increase and
one of the few increases provided above the previous year’s level for
any discretionary program funded by the Agriculture, Rural Devel-
opment, Food and Drug Administration, and Related Agencies Ap-
propriations Act, 1995. An average monthly participation of 7 mil-
lion women, infants, and children is currently estimated for fiscal
year 1995. The average monthly cost per person is projected to rise
from $41.68 in fiscal year 1995 to $43 in fiscal year 1996. Freezing
funding for the WIC Program at the fiscal year 1995 level will
cause a reduction in current participation levels to offset these food
cost increases and prohibit additional funding to support new par-
ticipation in the program. Holding funding for the Commodity Sup-
plemental Food Program at the fiscal year 1995 level will result in
possible reductions in elderly participation. An increase of
$1,500,000 is needed in fiscal year 1996 to hold the Commodity
Supplemental Food Program’s expected fiscal year 1995 caseload of
210,454 women, infants, and children, and 202,429 elderly. A
freeze on funding for the nutrition program for the elderly will re-
sult in even lower reimbursement rates per meal, which are al-
ready well below authorized levels. Funding for soup kitchens and
the Emergency Food Assistance Program would be maintained at
the fiscal year 1995 levels. A freeze on funding for the Food Dis-
tribution Program on Indian reservations at the fiscal year 1995
level, as CBO's fiscal year 1996 freeze baseline reflects, would be
devastating. This is because the fiscal year 1995 appropriation re-
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quired for this program was lower than usual due to a one-time
buildup of program inventory. The excess program inventory is ex-
pected to be depleted in fiscal year 1995 and an increase of roughly
$45,000,000 is needed to maintain the fiscal year 1995 program
participation level and cover expected inflation costs. Freezing the
fiscal year 1996 appropriation for the program at the fiscal year
1995 level will result in a reduction of around 87,136 participants
per month, or 75 percent of the expected participation. In addition,
funding for new USDA nutrition initiatives, including a comprehen-
sive program of research and evaluation of nutrition assistance pro-
grams, would be curtailed. A freeze on funding for food program
administration would prevent investments in the agency’'s automa-
tion infrastructure necessary to implement personnel streamlining
efforts, and jeopardize effective administration and oversight of the
billions of dollars spent to deliver food assistance to eligible Ameri-
cans.

The Food and Drug Administration [FDA] is a personnel-inten-
sive agency. Roughly 65 percent of its budget goes to pay and bene-
fits costs, while the balance goes to operating support for these em-
ployees (supplies, equipment, travel, telecommunications, facilities,
et cetera) to conduct inspections and evaluations of food, drug, and
device products. FDA could reduce nonpay costs to cover unfunded
mandatory pay raise and inflationary cost increases or cover these
costs through attrition and staff absorptions. Reductions in FDA's
resources to carry out public health and safety programs would re-
strict FDA's ability to keep up with a growing workload. This
would result in less frequent blood bank, import, and plant inspec-
tions and increased drug, biological product, and device review
times. FDA is presently utilizing collections from user fees author-
ized by the Prescription Drug User Fee Act to expedite its workload
and reduce backlogs of drug applications and could continue to use
increased collections from fees for these purposes. However, under
the act, FDA cannot charge and collect user fees from industry if
its salaries and expenses level goes below the fiscal year 1992 level,
adjusted by the CPI index. If the reauthorization of this act contin-
ues this requirement, a freeze on FDA's salaries and expenses ap-
propriation beyond fiscal year 1997, could fall below this trigger,
prohibiting FDA from collecting fees with severe implications for
the drug review process.

Freezing funding for the Commodity Futures Trading Commis-
sion [CFTC] at the fiscal year 1995 level would deny the Commis-
sion increased staffing to meet market demands and its own over-
sight responsibilities. The Commission indicates that over the last
10 years, exchange futures and options trading volume has tripled
(170 to 510 million contracts) while its staff has risen by just 6 per-
cent (512 to 543 FTE's). In the past 3 years alone, exchange trad-
ing volume grew by over 42 percent, while CFTC's staff actually de-
creased by 8 percent. CFTC has reduced its operating costs over
this period and now identifies a need for additional staff resources
to keep up with the growth in the industry it regulates and the
changes in the financial markets. At a freeze level, CFTC would be
required to achieve further reductions in its operating and adminis-
trative costs or reduce staff to cover pay raise and other mandatory
cost increases forcing it to meet its increased surveillance, ex-
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change oversight, and other responsibilities within existing re-
sources.

COMMERCE, JUSTICE, STATE, THE JUDICIARY, AND RELATED

AGENCIES
[In millions of dollars]
Budget authority CBO outlays
Fiscal Fiscal Freeze Fiscal Fiscal Freeze
year 1995  year 1996 Versus year 1995  year 1996 Versus
base freeze base base freeze base
Discretionary:
Defense ... et . 75 83 +8 348 158 —190
International ... e 5,537 5537 e, 5,871 5,644 —227
DomestiC .......... e ——— 18,425 18,425 ... 18,321 18,450 +129
Subtotal, diSCretionary ............ccovevrereneernreenerins 24,037 24,045 +8 24,540 24,252 —288
Violent crime reduction trust fund ..... 2,345 2,345 ... 695 1,551 + 856
Gramm-Rudman-Hollings mandatory 535 541 +6 523 532 +9
Total appropriations ...........c.oeeeeeereereeenerserinens 26,917 26,931 +14 25,758 26,335 +577
NOTE: In all tables, detail may not add to totals due to rounding.
OVERVIEW

The Commerce, Justice, and State, the Judiciary, and Related
Agencies Subcommittee [CJS] supports three Cabinet departments,
the U.S. court system, including the Supreme Court, and over 20
independent agencies. The Office of the U.S. Trade Representative
(which has Cabinet rank), the Small Business Administration, the
Federal Communications Commission, the Securities and Exchange
Commission, the U.S. Information Agency, and the Federal Trade
Commission are among the independent agencies funded in this ap-
propriations bill. The CJS Subcommittee is the only subcommittee
that supports appropriations under all three categories of discre-
tionary spending that were stipulated in the 1990 Budget Enforce-
ment Act: domestic, international affairs, and national defense.

The CJS bill is the principal funding source for both Federal
crime-fighting efforts and Federal assistance to State and local law
enforcement—including antidrug programs, counterterrorism pro-
grams to combat violent crime, and the Federal judiciary. All of the
Department of Justice programs, the Federal Bureau of Investiga-
tion, the Drug Enforcement Agency, the Bureau of Prisons, and the
Immigration and Naturalization Service are funded in this bill. In
fact, over 86 percent of the funds appropriated for law enforcement
in fiscal year 1995 falls under the CJS Subcommittee’s jurisdiction.
The Violent Crime Control and Law Enforcement Act of 1994 (1994
crime bill) established the violent crime reduction trust fund (crime
trust fund) to utilize projected savings from the Federal Workforce
Reduction Act of 1994 (a total of $30,200,000,000 through fiscal
year 2000) to supplement Federal crime-fighting efforts. The
amounts in the crime trust fund, would then be available, subject
to appropriation, to support any program for which an authoriza-
tion of appropriation appears in the act. Over 96 percent of the
$2,423,000,000 appropriated from the crime trust fund in fiscal
year 1995 went to crime bill authorized programs under the sub-
committee’s jurisdiction.
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FISCAL YEAR 1995 BASE AND FISCAL YEAR 1996 FREEZE

The discretionary funding level for the programs under the sub-
committee’s jurisdiction total $24,037,000,000 in fiscal year 1995.
The funding from the crime trust fund for programs under the sub-
committee’s jurisdiction total $2,345,000,000 in fiscal year 1995.

Congressional Budget Office [CBO] scorekeeping methodology
understates the cost of a discretionary freeze on the programs
under the subcommittee’s jurisdiction by $149,653,000 in fiscal
year 1996. Earlier in fiscal year 1995, Congress approved a rescis-
sion of $158,000,000 in unobligated balances in the Maritime Ad-
ministration’s Ready Reserve Force for the acquisition of ships.
Since the rescission amount was greater than the annual peace-
time cost of ongoing Ready Reserve Force operations, CBO conven-
tions require that zero funding for fiscal year 1996 is needed to fi-
nance ongoing operations of the Ready Reserve Force. In reality, a
freeze requires $149,653,000 to continue operations of the Ready
Reserve Force at 1995 levels.

Most accounts under the subcommittee’s jurisdiction fund sala-
ries and expenses. As a result, the subcommittee has an aggregate
outlay rate of approximately 70 percent. Since the CJS bill is per-
sonnel intensive, a hard freeze would likely trigger reductions in
force or furloughs in several agencies.

In order to put the Federal budget on a path toward balance,
Congress must begin this year to make decisions about spending
priorities. In that context, it is important to note that Congress has
made it clear, on a bipartisan, bicameral basis, that efforts to fight
crime and make our streets and schools safer for our children
should remain a top priority. The crime trust fund created last year
was intended as a supplement to, not a substitute for, existing Fed-
eral crime-fighting efforts. Of the $2,423,000,000 appropriated from
the crime trust fund last year, 86 percent ($2,103,000,000) went to
supplement State and local law enforcement. This funding supple-
mented the $10,432,145,000 appropriated in fiscal year 1995 for
Federal law enforcement and crime-fighting activities.

Freezing the crime trust fund at fiscal year 1995 levels would un-
dercut Federal efforts to support the men and women on the front
lines in the war against crime. An amount of $4,287,000,000 in
savings from the Federal Workforce Reduction Act of 1994 will be
available, subject to appropriation, from the crime trust fund in fis-
cal year 1996. A total of $4,646,540,000 in fiscal year 1996 and car-
ryover balances from fiscal year 1995 have been authorized from
the crime trust fund for crime-fighting efforts under the sub-
committee’s jurisdiction. The Committee strongly supports on a bi-
partisan basis making available the full $4,287,000,000 in the trust
fund in fiscal year 1996 available for appropriations.

A freeze on discretionary appropriations for law enforcement
could seriously impact Federal crime-fighting efforts under the sub-
committee’s jurisdiction. For example, the Justice Department esti-
mates that an increase of $291,400,000 above a freeze is needed to
maintain current services and support existing personnel. Several
other examples are discussed below.

Last year, Congress approved funding for an additional 436 Fed-
eral Bureau of Investigation [FBI] agents—returning FBI agent
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staffing to peak (1992) levels—and for the necessary staff to sup-
port those agents. The FBI plans to hire a total of 680 agents this
year to fill both these new positions and replace those individuals
who are now retiring. A hard freeze in 1996 would require the FBI
to reduce 490 agents and 311 support personnel from the FBI's cur-
rent work force.

Similarly, a freeze on law enforcement programs would neces-
sitate a reduction of 255 special agent positions at the Drug En-
forcement Administration [DEA]. DEA would be forced to cancel
planned increases in its State and Local Task Force Program which
now includes 85 program funded task forces and another 34 fledg-
ling task forces that are currently carried on a provisional basis.

With respect to Federal efforts to control our borders against a
rising tide of illegal immigration, a hard freeze at fiscal year 1995
levels would not fund the full-year costs of the increases approved
last year for the Immigration and Naturalization Service [INS] for
700 new border patrol agents, 110 new land border inspectors, and
several infrastructure and technological improvements to improve
border security. INS will generate an estimated 23,250 criminal
alien removals and 25,600 noncriminal alien removals in 1995. INS
projects that the number of removals will more than double in fis-
cal year 1996. A freeze would prevent INS from hiring the new
staff approved by Congress to cope with this problem and limit the
Federal Government's ability to reimburse States for the costs as-
sociated with housing criminal illegal aliens.

In fiscal year 1995, $2,356,404,000 in discretionary appropria-
tions was provided to fund the operations of the Federal Prison
System. Over the past 5 years, funding for the prison system has
increased by more than 50 percent. The Federal prison population
has increased from 47,550 average daily prisoners in 1987 to more
than 102,000 this year. According to the Bureau of Prisons, the
Federal prison population is expected to top 130,000 by 1999 and
continue to grow thereafter. Prison population currently exceeds ca-
pacity by 26 percent; 30,000 additional prison beds are currently
under construction. Under a freeze, there would be no resources to
activate any new prisons in fiscal year 1996. Moreover, three new
prisons scheduled to activate in 1995 likely would have to be closed
next year, since the full-year cost to operate these new facilities
would not be available under a freeze. As a result of all of these
changes, prison overcrowding would increase to 38 percent over ca-
pacity in fiscal year 1996.

A freeze on the judiciary at fiscal year 1995 levels would lead to
an increased backlog of pending Federal criminal and civil cases
and potentially result in more criminal defendants’ charges being
dismissed. A freeze would impact the operations of the judiciary as
follows: (1) the scheduled increase in staffing of 3,200 positions—
including 1,400 probation officers and 434 court security officers—
would be canceled, and (2) staffing at the district clerks’ offices
would be reduced by 1,079.

Under a hard freeze at fiscal year 1995 levels, the Census Bu-
reau will be unable to properly prepare for conducting the next de-
cennial census in the year 2000. The fiscal year 1995 appropriation
for the Bureau of the Census is $278,000,000 and 3,700 full-time
equivalent employees [FTE]. Failure to provide increases to the
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Census Bureau in fiscal year 1996 could ultimately increase the
cost of performing the 2000 census, currently projected at
$2,900,000,000.

In order to maintain funding for these priority activities, how-
ever, other programs under the subcommittee’s jurisdiction would
have to be considered for reductions.

THE PRESIDENT’'S BUDGET

The President’s budget proposal for discretionary appropriations
is $26,054,391,000 in budget authority and $25,896,532,000 in out-
lays. The President’'s budget requests $3,995,269,000 in budget au-
thority and $2,065,468,000 in outlays from the violent crime reduc-
tion trust fund (crime trust fund) for accounts under the sub-
committee’s jurisdiction. Preliminary scoring by the Congressional
Budget Office estimates total discretionary outlays resulting from
this request at $26,326,607,000, or $430,075,000 above the Presi-
dent’s estimate. Assuming CBO reestimates, the President’s discre-
tionary request is $1,232,242,000 in budget authority and
$260,332,000 in outlays above fiscal year 1995. Preliminary scoring
by the CBO estimates total outlays resulting from the President’s
crime trust fund request at $1,989,750,000, or $75,718,000 below
the President's estimate. Assuming CBO reestimates, the Presi-
dent’s crime trust fund request is $1,854,264,000 in budget author-
ity and $1,447,264,000 in outlays above fiscal year 1995. The Presi-
dent’s budget proposes a 21-percent increase in funding for law en-
forcement and crime-fighting activities for fiscal year 1996.

LEGISLATIVE PROPOSALS/USER FEES IN THE PRESIDENT'S BUDGET

The President’s budget proposal contains a number of legislative
initiatives proposed for later transmittal to Congress which would
establish offsetting collections or establish user fees for certain ac-
tivities. With respect to user fees, the President’'s budget proposes
a border services user fee ($3 per vehicle entry and $1.50 per pe-
destrian entry) to be collected by both the Immigration and Natu-
ralization Service and the U.S. Customs Service to fully fund the
administration’s initiatives to improve border security. Receipts
from the fee are estimated at $200,000,000 in fiscal year 1996 at
a cost of $100,000,000 to collect the fees. The Committee notes that
(1) this proposal has been withdrawn in favor of a new local option
approach, and (2) despite widespread opposition to the revised pro-
posal, current administration estimates appear to assume 100 per-
cent participation by the border States. The Committee notes legis-
lation to establish such fees are normally within the jurisdiction of
the authorizing committees, not the Appropriations Committee.

The President’'s budget also proposes a 30-percent surcharge im-
posed on civil monetary penalties and criminal fines. Receipts from
the proposed surcharge would be used to help reimburse tele-
communications carriers for costs directly associated with the so-
called Advanced Digital Telephony Program projected at
$500,000,000 over 4 years. Receipts from this surcharge are esti-
mated at $100,000,000 in fiscal year 1996. Again, the Committee
notes legislation to establish such fees are normally the jurisdiction
of the authorizing committees, not the Appropriations Committee.
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FISCAL YEAR 1995 SUPPLEMENTAL REQUESTS

The President’'s budget requests a $672,000,000 emergency sup-
plemental for United Nations [U.N.] peacekeeping. The State De-
partment’s peacekeeping expenditures were $1,071,000,000 in fiscal
year 1994 and will be roughly $1,200,000,000 in fiscal year 1995
(including the President’s supplemental request). The President’s
budget requests only $455,000,000 for U.N. peacekeeping for fiscal
year 1996. The Committee notes that the administration has con-
sistently understated the costs of ongoing peacekeeping operations.
The Committee is concerned that the administration is attempting
to sidestep the discretionary spending caps and pave the way for
another emergency supplemental request for fiscal year 1996. The
Committee has not funded the President’s request for an emer-
gency fiscal year 1995 supplemental for U.N. activities. The Com-
mittee urges the administration to carefully consider the potential
budgetary effects of supporting new, expanded, or enhanced U.N.
peacekeeping missions around the globe.

DEFENSE
[In millions of dollars]
Budget authority CBO outlays

Fiscal Fiscal Freeze Fiscal Fiscal Freeze

year 1995  year 1996 Versus year 1995  year 1996 Versus

base freeze base base freeze base

Discretionary:

Defense ... e . 242,846 243,346 +500 249,787 243,953 —5,834
International .... e e e i s s
Domestic .......... e ———— 126 126 192 125 —67
Subtotal, diSCretionary ...........cccovevereneerseerneiins 242,972 243,472 +500 249,979 244,078 —5,901

Violent crime reduction trust fund ...
Gramm-Rudman-Hollings mandatory

Total appropriations ... 243,170 243,686 +516 250,177 244,292 —5,885

NOTE: In all tables, detail may not add to totals due to rounding.

The Congressional Budget Office estimates that discretionary
budget authority of $243,472,333,000 would be required in fiscal
year 1996 to maintain the funding approved for fiscal year 1995 for
Department of Defense activities under the Subcommittee on De-
fense’s jurisdiction. This amount is $500,000,000 more than the
CBO 1995 baseline, reflecting a technical adjustment regarding
previously approved budget authority transfers from the Depart-
ment’'s national defense sealift fund to other agencies. The CBO es-
timate of outlays associated with this budget authority level is
$244,078,216,000, a decrease of $5,901,109,000 from the 1995 out-
lay amount. The outlay difference results mostly from the cumu-
lative effect of continual decreases to the Defense Department’s
budget authority levels in the late 1980’'s and early 1990's.

The President's budget requests total discretionary funding of
$236,180,117,000 for activities of the Department of Defense under
the jurisdiction of the Subcommittee on Defense. This level is
$7,292,216,000, or 3 percent, below the fiscal year 1996 freeze dis-
cretionary budget authority amount. According to the Congres-
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sional Budget Office, the request is estimated to result in discre-
tionary outlays of $241,307,388,000 during fiscal year 1996.

The budget proposed for fiscal year 1996 reflects the 11th con-
secutive year that the amount requested for the military functions
of the Department of Defense has declined. While the Department
has made considerable strides compared to previous budget propos-
als to address vital readiness, pay, and quality of life priorities, the
proposal before the Committee fails to provide adequate funding to
meet the full spectrum of national security requirements.

For fiscal 1996, the most serious and disturbing cuts hamper the
ability of U.S. military forces to maintain technological superiority
over potential adversaries. According to the Department, funding
for weapons system procurement has been slashed by 71 percent
since 1985. In testimony before the Defense Subcommittee this
year, Defense Secretary William Perry observed that the amounts
proposed in the fiscal year 1996 budget, and forecast in the Depart-
ment's future year defense plan [FYDP], for modernization were in-
adequate, and do not support the force structure envisioned by the
administration’s “Bottom-Up Review.” Absent immediate action by
the Congress, the costs of meeting DOD modernization needs in fu-
ture years will be dramatically higher, and pose new threats to
funding for key combat training and personnel support programs.

The Committee will closely scrutinize spending proposed by the
President in areas not traditionally associated with military readi-
ness. In the Committee-reported version of H.R. 889, the supple-
mental appropriations and rescissions bill for fiscal year 1995, sig-
nificant cuts in dual-use technology programs, defense conversion,
and environmental restoration activities were proposed. Some de-
fense modernization and support needs can be fulfilled through fur-
ther reductions in these programs for 1996. The Committee has
also not supported previous requests for peacekeeping activities,
which are more appropriately funded in other appropriations acts.

Recognizing tight constraints on discretionary appropriations, ad-
ditional funds are necessary for fiscal year 1996 to meet antici-
pated defense requirements. The President’s budget fails to propose
any funds for continuing overseas deployments. These operations in
the Persian Gulf, the former Yugoslavia, Cuba, and Haiti pose sig-
nificant risks to military readiness during fiscal year 1995. If such
activities will continue during 1996, the Congress must work with
the administration to determine likely costs, and assess what level
of funding will be required for 1996. If the Congress does not
choose to appropriate funds for these missions, they should not be
continued with funds appropriated to the Department of Defense
for other purposes.

Despite consistent efforts by the Committee to address previous
proposals, the Department again fails to adequately meet the needs
of the Reserve components. Funding for real property maintenance,
training, operations, and logistics support for the Army National
Guard lags severely behind rates provided for the active compo-
nent. The President’'s budget proposes a devastating reduction in
tactical forces assigned to the Air National Guard, at the same
time that the Air Guard assumes a higher profile in supporting na-
tional commitments. The National Guard cannot take on its share
of our national defense mission absent necessary funds and forces.
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The Committee faces the need to make increases to the levels pro-
posed for all the Reserve components.

The budget proposed for the Department of Defense represents
an improvement over previous recent requests, but leaves the Con-
gress the responsibility to meet numerous unfunded requirements.
The amounts proposed in the President’'s budget are not sufficient
to fully respond to these needs.

DisTrRICT OF COLUMBIA

[In millions of dollars]

Budget authority CBO outlays

Fiscal Fiscal Freeze Fiscal Fiscal Freeze
year 1995  year 1996 Versus year 1995  year 1996 Versus
base freeze base base freeze base

Discretionary:
Defense .............. TR C s
International ... s PN . C e s
Domestic .......... e ——— 712 712 714 712 -2
Subtotal, diSCretionary ............ccovevrereneernsrinerin 712 712 714 712 -2
Violent crime reduction trust fund ... i i . C e e e
Gramm-Rudman-Hollings MaNAALOrY .........ccoimmiiis s i i i e
Total appropriations ..........c.oeceeeereerneenerserinens 712 712 714 712 -2

NOTE: In all tables, detail may not add to totals due to rounding.
OVERVIEW

The subcommittee is responsible for all aspects of the budget pro-
viding for the operations of the Nation's Capital. The budget in-
cludes amounts for the public school system, the courts of the Dis-
trict of Columbia, the District Council, and the various executive
agencies of the District government.

The budget also includes various enterprise funds which support
such processes as the water and sewers, Convention Center oper-
ations, Lottery and Charitable Games Control Board, Office of
Cable Television, and D.C. General Hospital. In addition, the Dis-
trict supports its capital borrowing needs through the issuance of
debt securities in the private municipal bond market.

The District's budget is made up of two components. The first,
Federal funds appropriated to the District include a Federal pay-
ment in lieu of taxes, an annual contribution to certain retirement
funds and from time to time various specialized amounts for par-
ticular purposes or services. The second, and largest, source of rev-
enue to the District are local tax revenues.

FISCAL YEAR 1995 BASE AND FISCAL YEAR 1996 FREEZE

In fiscal year 1995 the Congress appropriated a total of
$712,070,000 for the District of Columbia. This amount consisted
of $660,000,000 for the Federal payment to the District and
$52,070,000 as a Federal contribution to the retirement programs
of the police and firefighters, teachers, and judges. These amounts
are also the amounts authorized for fiscal year 1996 for each of
these accounts, and represent the amounts requested in the Presi-
dent’s budget, submitted February 6, 1996.
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The authorizing committees have under consideration legislation
to establish an independent board to manage the District's current
financial emergency. The Committee does not, however, at this
writing, expect an increase in either of these accounts in fiscal year
1996.

ENERGY AND WATER DEVELOPMENT

[In millions of dollars]

Budget authority CBO outlays

Fiscal Fiscal Freeze Fiscal Fiscal Freeze

year 1995  year 1996 Versus year 1995  year 1996 Versus

base freeze base base freeze base

Discretionary:

Defense ... e . 10,334 10,455 10,344 —111
International .... TR o s
Domestic .......... e 10,174 +3 10,59 10,15 — 442
Subtotal, discretionary 20,508 20,511 +3 21,052 20,499 —553
Violent crime reduction trust fund ........cccociiiiiiiiis i i i s s
Gramm-Rudman-HollingS MaNAAtOY ... oo oo oo v s s
Total appropriations ..........c.occeeeeeernieineiierinens 20,508 20,511 +3 21,052 20,499 —553

NOTE: In all tables, detail may not add to totals due to rounding.
OVERVIEW

The Subcommittee on Energy and Water has jurisdiction for ap-
propriation of funds for fiscal year 1996 for the U.S. Army Corps
of Engineers Civil Works Program; the Department of the Interior,
Bureau of Reclamation water resource development activities; the
Department of Energy (except for fossil energy, energy conserva-
tion, and certain regulatory activities), its energy supply research
and development activities including solar and renewables, nuclear
fission, magnetic fusion, and the basic and general sciences and
technology programs, including the national scientific laboratories;
the atomic energy defense activities, including nuclear weapons
core stockpile stewardship, testing capability, and readiness; the
disposal of defense nuclear wastes; and the environmental restora-
tion and cleanup of the entire nuclear defense and nondefense com-
plex; the Civilian Nuclear Waste Disposal Program; and related
independent agencies and commissions including the Appalachian
Regional Commission [ARC], the Nuclear Regulatory Commission
[NRC], the Defense Nuclear Facilities Safety Board, the Tennessee
Valley Authority [TVA], and several small river basin commissions.

WATER RESOURCES DEVELOPMENT

The fiscal year 1996 budget for water resource activities of the
U.S. Army Corps of Engineers and the Bureau of Reclamation is
the minimum level of funding needed to address important infra-
structure requirements of the country.

Lack of sufficient discretionary resources will severely hamper
the subcommittee’s efforts to address the deteriorating infrastruc-
ture and other water resource needs of the country, and result in
greater cost to the Federal Government if projects are not com-
pleted without significant delay. In addition, several ongoing
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projects are either not funded or significantly under funded in the
fiscal year 1996 budget request.

Fundamental policy changes are being proposed in the budget in
regards to the role of the Corps of Engineers in flood control and
related water resource development projects. Briefly, the proposed
changes would limit the Corps’ role, shifting the responsibility for
many flood control projects to State and local governments to un-
dertake. Implementation of this policy is projected to save
$29,000,000 in discretionary spending in fiscal year 1996 and near-
ly $1,000,000,000 over 5 years. Given the history and interest in
the flood control program, and the unaddressed flood control needs
nationally, it is unlikely that the significant change in policy, as
proposed, will be enacted.

DEPARTMENT OF ENERGY PROGRAMS

The budget request for the Department of Energy continues the
trend of the past several years committing increasing discretionary
resources to the environmental restoration and waste management
programs. Even though the fiscal year 1996 funding request is in-
creasing over the 1995 level, it is still well below the 5-year pro-
gram plan unless there are sizable increases in productivity and ef-
ficiency, development of new cleanup technologies, and changes in
program execution. In addition, a large portion of the increase re-
flects the transfer of several production facilities to the environ-
mental management program. A freeze of the defense environ-
mental restoration and waste management discretionary programs
at the current year level or large reductions below the fiscal year
1996 budget request, could trigger legal action by affected States
or local communities unless negotiated compliance or cleanup
agreements are adjusted. It is likely that Congress will have to
make changes to the laws governing the DOE Environmental Res-
toration and Waste Management Program.

The budget proposes a program of approximately $631,000,000
for the civilian radioactive waste activities in fiscal year 1996.
However, $431,000,000 of the program is proposed as a mandatory
appropriation which requires enactment of authorizing legislation
and is subject to PAYGO requirements. It is clear that the Con-
gress must resolve this problem by enacting legislative reforms to
ensure that the program can proceed. It would be nearly impossible
for the Committee to divert funds from other important programs
and functions to continue this program as required in the absence
of a legislative solution. Additional budgetary resources will be
needed in fiscal year 1996 if the program is to continue under cur-
rent schedules and meet established milestones.

A major mission of the Department of Energy is to provide for
the national security by ensuring a credible nuclear deterrent by
maintaining safe, secure, and reliable nuclear weapons. These na-
tional defense requirements are included in the defense (050) func-
tion and are coordinated with and included in the annual author-
ization of national defense programs. While drastic changes have
occurred in the past several years responding to the post-cold war
environment, it is clear that a strong core stockpile stewardship
program will remain an essential element of the national defense
strategy for the foreseeable future. Even under the increased levels
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reflected in the fiscal year 1996 budget, the national weapons lab-
oratories’ budgets may not be adequate to prevent further erosion
in the laboratories’ core research and basic science capabilities.
Continued funding at the current level would have serious impacts
on the confidence in the nuclear deterrent in the future because of
the loss of engineering skills and scientific judgment. It appears,
therefore, that the budget request is the minimum level to sustain
adequate confidence in the nuclear deterrent.

FOREIGN OPERATIONS, EXPORT FINANCING, AND RELATED PROGRAMS

[In millions of dollars]

Budget authority CBO outlays

Fiscal Fiscal Freeze Fiscal Fiscal Freeze

year 1995  year 1996 Versus year 1995  year 1996 Vversus

base freeze base base freeze base

Discretionary:
Defense .............. e © i e o e
International ... e .. 13647 137704 +57 13983 14,200 +217
Domestic .......... et 6 6 3 6 +3
Subtotal, diSCretionary ...........ccooceerereveinrrinirienns 13,653 13,710 +57 13986 14,206 +220
Violent crime reduction truSt fUNA ..o e i e e o s
Gramm-Rudman-Hollings mandatory 45 46 +1 45 46 +1
Total @pPropriations ..............oewweereverrererenierennes 13,698 13,756 +58 14,031 14,252 +221
NOTE: In all tables, detail may not add to totals due to rounding.
OVERVIEW

The Subcommittee on Foreign Operations, Export Financing, and
Related Programs has jurisdiction over the bulk of the inter-
national affairs function (150) of the U.S. budget. The subcommit-
tee funds multilateral economic assistance programs, including the
multilateral development banks, and voluntary contributions to the
United Nations; bilateral assistance programs, primarily those ac-
tivities implemented by the Agency for International Development;
military assistance programs, which in the post cold war period,
are provided mainly to the Camp David agreement countries; and
export financing, chiefly, through the Export-lmport Bank and the
Overseas Private Investment Corporation.

The subcommittee has completed fewer than one-half of its hear-
ings on the fiscal year 1996 budget request, and has yet to receive
all of the administration’s written justification material. Therefore,
the recommendations in this report must be considered prelimi-
nary. Additionally, foreign assistance programs tend to be sensitive
to specific events throughout the year, causing unexpected strain
on foreign assistance resources.

FISCAL YEAR 1996 BUDGET ESTIMATES

The administration proposes $14,788,932,000 in new budget au-
thority for activities and programs under the jurisdiction of the
subcommittee. This request is $1,090,932,000 over the amount ap-
propriated thus far for fiscal year 1995.

The administration recommends increases in appropriations
under title I, multilateral assistance, for the multilateral develop-
ment banks totaling $400,000,000 in new budget authority, and
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just over $50,000,000 in voluntary contributions to international or-
ganizations and programs. Under title Il, bilateral assistance, the
administration recommends an increase of $70,000,000 in assist-
ance to Russia/NIS, $121,000,000 in assistance for Eastern Europe
and the Baltic States, and $108,000,000 for international narcotics
control. Most other requested increases are minor, though a
$15,000,000 increase in the nonproliferation and disarmament fund
is significant considering the current appropriated level for that
program is $10,000,000.

For military assistance programs under title 111, the administra-
tion recommends an increase in grant military assistance totaling
$153,000,000; a $14,000,000 increase in the Military Education and
Training Program for a total of $40,000,000; and a one-third in-
crease in voluntary peacekeeping operations from an appropriated
fiscal year 1995 level of $75,000,000 to a request of $100,000,000
for fiscal year 1996.

FISCAL YEAR 1995 SUPPLEMENTAL REQUESTS

Included in the President’s fiscal year 1996 budget are requests
for four separate supplementals under the jurisdiction of the For-
eign Operations Subcommittee. Three of these requests,
$18,000,000 for the Development Assistance Fund, $82,300,000 for
the Economic Support Fund, and $27,200,000 for peacekeeping op-
erations are related to United States operations in Haiti. These
amounts were borrowed from these three accounts, and the admin-
istration’s supplemental request would reimburse those accounts.
The fourth supplemental is a request for $275,000,000 in debt relief
for Jordan. This program was authorized as part of a fiscal year
1994 supplemental contained in the fiscal year 1995 Foreign Oper-
ations appropriations bill. At that time, Congress approved the ap-
propriation of $99,000,000 for this purpose. Originally, the admin-
istration indicated it would request funds in two additional
tranches, but instead has requested the remainder for this program
in one tranche as a fiscal year 1995 supplemental.

COMMITTEE’S PRIORITIES AND CONCERNS

In supporting current efforts to reduce the deficit, the Committee
will not seek funds above the President’s request for foreign oper-
ations and export financing programs. However, unlike other Fed-
eral programs which may be dismantled and better managed or
funded by State and local authorities, foreign assistance can only
be administered by the U.S. Government. Given constraints on dis-
cretionary spending, the Committee believes the foreign aid pro-
gram should be more sharply focused in order to effectively serve
American interests.

In an era of diminishing resources, foreign assistance should
clearly further U.S. security, economic, political, and humanitarian
interests. To this end, the Committee considers programs which
contribute to stabilization in the new republics of the former Soviet
Union high priorities which should be sustained. The legacy of com-
munism, including the emergence of ethnic tensions, regional rival-
ries, economic dislocation, sizable conventional and nuclear arse-
nals warrant U.S. attention. Bilateral and multilateral assistance
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which contribute to stable democracies and open free markets af-
fect U.S. trade opportunities and security.

The Committee also believes U.S. leadership in advancing the
Middle East peace process directly affects national interests. As-
sistance reduces the threat of a regional conflict, sustains vital alli-
ances, and secures America’s principal energy supply.

Given a more constrained budget environment, the Committee
intends to sustain support for activities which leverage limited re-
sources. In this context, the Committee considers U.S. export pro-
motion and financing activities essential to economic growth abroad
and jobs, exports, and income here at home. In addition, the Com-
mittee supports contributions to those multilateral banks which
have implemented financial management reforms and are assuring
that recipients actively promote free market policies.

Finally, the Committee considers prudent security assistance a
high priority. In the post cold war world, transnational threats in-
cluding narcotics trafficking and terrorism, have developed as seri-
ous threats to U.S. interests. The Committee believes the timely
and effective provision of training, equipment, and grant assistance
is key to reducing the emerging threats.

INTERIOR AND RELATED AGENCIES

[In millions of dollars]

Budget authority CBO outlays

Fiscal Fiscal Freeze Fiscal Fiscal Freeze

year 1995  year 1996 Versus year 1995  year 1996 Vversus

base freeze base base freeze base

Discretionary:
Defense ............. e ——— C s s s
International ... e e e i s e
Domestic .......... et .. 135502 13,800 +298 13875 13913 +38
Subtotal, diSCretionary ...........cccovevereneerisrinniins 13,502 13,800 +298 13,875 13,913 +38
Violent crime reduction truSt fUNG ........ccooiiiiiiiiicis s i i e e e
Gramm-Rudman-Hollings mandatory 37 62 +25 20 50 +30
Total appropriations ...........c.coeeeeeerneerseenersneenens 13,539 13,862 +323 13,895 13,963 + 68
NOTE: In all tables, detail may not add to totals due to rounding.
OVERVIEW

The jurisdiction of the Interior and Related Agencies Subcommit-
tee includes the administration of approximately 900 million acres
of Federal land and trust responsibilities for 56 million acres of In-
dian lands, particularly in the West. These lands include 368 units
of the National Park System; 504 refuges of the Fish and Wildlife
Service; 156 national forests and 20 national grasslands of the For-
est Service; the Bureau of Land Management’s grasslands, forests,
and 300-million-acre mineral estate; and the Indian trust lands. All
basic human services, including education and health care, are pro-
vided to 550 tribes with diverse needs. The jurisdiction of the sub-
committee also extends to the nondefense, nonnuclear programs of
the Department of Energy, as well as to other related Indian pro-
grams and many of the Federal arts and humanities programs, in-
cluding the Smithsonian Institution.
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If the agencies under the jurisdiction of the Interior bill are held
to the fiscal year 1995 level, the base funding for many of the pro-
grams will decrease. The absorption of employee compensation and
benefits has a serious impact on programs. The fixed costs for em-
ployees require approximately 50 percent of the bill’s resources.

FISCAL YEAR 1995 BASE AND FISCAL YEAR 1996 FREEZE

Bureau of Land Management

Public demand for timber, livestock forage, mineral and energy
resources, and recreational opportunities continues to increase on
BLM lands. Maintaining funding at 1995 levels would limit BLM’s
capability to meet the public’s demand for these resources. Timber
harvest in the Pacific Northwest, which was recently reinstated fol-
lowing a 4-year ban stemming from northern spotted owl issues,
would be compromised. In addition, efforts to address forest health
problems caused by drought, insects, disease, and wildfires would
be adversely impacted. Efforts to accelerate improvement of BLM
rangelands, which provide livestock forage and contribute to the
economic stability of many western communities, would be cur-
tailed. Healthy upland and riparian areas are critical for providing
suitable habitat for fish and wildlife resources, recreational oppor-
tunities, and forage for livestock.

Freezing funding at the fiscal year 1995 level would not permit
funding the increased payments to States as authorized by passage
of the Payments in Lieu of Taxes Act, Public Law 103-97. The
BLM would also be unable to fund the provisions of the California
Desert Protection Act. Maintaining funding at 1995 levels will con-
strain BLM's ability to protect and manage effectively the 69 new
wilderness areas established by the California Desert Protection
Act in 1994. BLM is joining with other Federal agencies, State
parks, and private interests to collaboratively manage wildland re-
sources in the California desert.

Funding for emergency fire presuppression activities is based on
a 10-year average of expenditures. If the “Firefighting” account is
held at the fiscal year 1995 level of funding, fire suppression activi-
ties could be compromised, including preparation for extraordinary
fires, improvement of health and safety measures for firefighters
necessary to prevent tragedies such as those that occurred last
summer, and prevention of significant loss of natural resources.

Current practice in the Interior bill, as agreed to by the Budget
Committee, is to fund the annual emergency firefighting amount at
the 10-year average. Because of the significant fire expenditures
last year, increased funds are necessary this year (for both the
BLM and the Forest Service) to maintain the 10-year average in
appropriations.

Fish and Wildlife Service

Despite a Federal capital investment of more than
$4,000,000,000 and an operations and maintenance backlog of at
least $391,000,000, funding for O&M activities in the Service's ref-
uge system continue to be inadequate. If funding is frozen at the
fiscal year 1995 level or further reduced, the O&M backlog will
grow. In addition, proposed program increases in the cooperative
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endangered species fund ($29,000,000) and the Resource Manage-
ment Program ($13,000,000) would not be granted.

National Biological Service

The National Biological Service [NBS] was formed in fiscal year
1994 by consolidating the biological research, inventory and mon-
itoring, and information transfer activities of the Fish and Wildlife
Service, the National Park Service, the Bureau of Land Manage-
ment, the Geological Survey, the Minerals Management Service,
the Office of Surface Mining, and the Bureau of Reclamation. The
NBS'’s fiscal year 1995 appropriation of $167,000,000 (the same
level as fiscal year 1994) provides funding for 15 science centers,
60 cooperative research units in 39 States, and approximately 90
field stations. It is a nonregulatory agency. If NBS funding were
to remain frozen at the fiscal year 1994 level, research and other
program funds would be reduced at all NBS organizational units
to absorb the uncontrollable costs of pay, benefits, and space. A de-
creased funding level would result in closure of established science
centers, cooperative research units, and field station offices.

National Park Service

The National Park Service [NPS] funding continues to be inad-
equate to meet public use needs while minimizing visitor impact on
the resources. Absorption of uncontrollable costs, such as pay,
space rental, park police pensions, and addition of new park units
continue to erode park operations funds. The NPS appropriations
total $1,412,000,000 in fiscal year 1995. Failure to provide addi-
tional resources for these expenses most frequently results in de-
creased attention to maintenance and visitor services. Thus, por-
tions of parks become unavailable to the public as areas are closed
due to budget shortfalls and staffing reductions. If the “Operations
of the national park systems” account was frozen at the fiscal year
1995 level of $1,078,000,000, high-priority maintenance deficiencies
would be deferred, adding to the NPS maintenance backlog of over
$2,000,000,000. The rehabilitation of park structures, roads, trails,
and utility systems is critical to the health and safety of visitors
and employees. Increased visitation at park units without in-
creased funding would limit the Park Service's ability to respond
to the public.

U.S. Geological Survey

In cooperation with State, local, and tribal governments, the U.S.
Geological Survey [USGS] collects vital information on earth-
quakes, floods, mudslides, and other natural disasters, as well as
assessments of the quantity and quality of the Nation’s water and
mineral resources. Freezing funding for the Survey at the fiscal
year 1995 level would reduce data collection and analysis necessary
for cooperative water studies, and reduce the Survey's ability to
analyze and respond to significant earthquake hazards in major
metropolitan areas.

Because of the highly skilled and scientific nature of the Geologi-
cal Survey’s work force, increases in Federal pay and benefits that
are not funded fully can erode the USGS's scientific research, espe-
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cially with non-Federal partners. In fiscal year 1996, pay costs are
estimated to cost USGS an additional $6,800,000.

Minerals Management Service

If funding for MMS is held to the fiscal year 1995 level,
$6,000,000 in proposed increases for oilspill research, coastal ma-
rine institutes, and various royalty management initiatives would
not be funded. Actual reductions in funding should be examined in
light of the fact that MMS is expected to manage $5,200,000,000
in Federal receipts in fiscal year 1996.

Beyond fiscal year 1996, there remains a risk that the United
States will be required to buy back certain oil and gas leases off
Florida, Alaska, and North Carolina. These tracts were leased to
private companies in the early 1980's, but their development has
been prevented in part by congressional and administration mora-
toria. The matter is currently being litigated and the Committee
notes that this potential exposure could amount to $500,000,000.

Bureau of Mines

If funding is frozen at the fiscal year 1995 level, the Bureau will
be able to continue the phased and orderly consolidation of Bureau
offices as directed in the fiscal year 1995 Interior appropriations
conference report. If funding is reduced by $20,000,000 as proposed
in the President’s fiscal year 1996 request, consolidation will be ac-
celerated and expanded. Five research centers and several field
units will be closed immediately. Program reductions would occur
in pollution prevention and control ($9,200,000), health and safety
research ($5,600,000), environmental remediation ($2,300,000),
mineral information ($1,700,000), and general administration
($1,300,000).

The President also proposes to privatize the Federal helium pro-
gram by ceasing refining activities and selling the reserve of crude
helium over a number of years. While the budget request does not
assume any changes in fiscal year 1996, it does assume a decrease
in net outlays of $5,000,000 in each of the following fiscal years.

Office of Surface Mining

An additional $7,900,000 over the fiscal year 1995 funding level
will be required to maintain the Rural Abandoned Mine Program
[RAMP]. Level or decreased funding will likely necessitate termi-
nation of RAMP, as well as reductions in the Federal Regulatory
Program, the proposed Appalachian clean stream initiative
($11,000,000), and the emergency reclamation program
($2,000,000).

Bureau of Indian Affairs

Freezing the Bureau of Indian Affairs would seriously undermine
and delay progress in promoting self-determination for Indian
tribes. At the fiscal year 1995 level of funding, BIA-funded schools
could be forced to shorten the school year and abandon school
lunch programs as a result of costs associated with population in-
creases and mandated teacher pay raises. Two new school construc-
tion projects would be delayed, causing Indian children to continue
to attend schools in crowded and unsafe facilities. At the fiscal year
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1995 level of funding, projects would be deferred for tribal housing,
road, and natural resource, all areas where significant backlogs of
projects exist. Progress will be delayed in making structural re-
pairs to high-hazard BIA dams as identified by the Bureau of Rec-
lamation. BIA has a greater proportion of unsafe dams than any
bureau within the Department of the Interior.

At the fiscal year 1995 level of funding, the BIA would be unable
to make payments to tribes as mandated by enacted land and
water settlements. Failure to make such payments will increase
the funding requirements for settlements in future years because
of the penalties associated with not funding settlement provisions.
While these settlements have been considered discretionary in the
past, the Committee deems payment mandatory because of the as-
sociated penalties for nonpayment.

Office of Territorial and International Affairs [OTIA]

The President has proposed to reduce the “Assistance to terri-
tories” account by $9,957,000. The infrastructure needs of Amer-
ican Samoa, Guam, and the Virgin Islands would instead be met
by a mandatory grant program to be financed by a $21,580,000 re-
duction in funding for the Commonwealth of the Northern Mariana
Islands. This proposal will require legislative approval. If the pro-
posed legislation is not enacted, payments to the CNMI would con-
tinue at the current level, and an additional $15,000,000 would be
required to maintain other OTIA programs at the current level.

The President has also proposed to abolish OTIA and distribute
its functions to other agencies. The proposal estimates a savings of
$1,200,000.

Forest Service

If the funding level for the Forest Service were frozen at the fis-
cal year 1995 level of $2,358,000,000, funding shifts would be nec-
essary within the Forest Service accounts. The Forest Service lands
have critical forest health problems. Aggressive action is proposed
to address the condition of the Nation's forests which are deterio-
rating due to drought, insects, disease, wildfire, blowdown, and
overstocking. Funding above the fiscal year 1995 level is needed to
address these forest health concerns. During the last 15 years, the
timber program has gone from a 12-billion-board-foot program to a
4-billion-board-foot program in fiscal year 1995. If timber sale proc-
ess requirements are simplified to move more timber sale volume
into the marketplace, additional funding resources would be re-
quired to support that effort.

The backlog of maintenance needs for the agency are approxi-
mately $1,600,000,000, including facilities, roads, and trails. There
is a growing backlog of rehabilitation problems resulting from sus-
tained high use by the public, age of facilities, and service de-
mands.

Last year, Congress approved an additional $450,000,000 in
emergency firefighting appropriations above the base appropriation
of $385,000,000. Nonetheless, the Forest Service still had to make
emergency transfers from other accounts to fund fully the 1994 fire
season expenditures. Thus, the subcommittee faces a bill of an esti-
mated $295,000,000 to repay accounts for these emergency expend-
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itures. If emergency designations are not available to meet these
requirements, the subcommittee would be faced with significant re-
ductions in all Forest Service programs, including research, State
and private forestry, recreation, watershed, timber, wildlife, road
construction, and land acquisition. In addition, this amount owed
could increase if fiscal year 1995 ends up being another high-cost
fire year.

Clean coal technology

It is likely that $200,000,000 in unobligated clean coal balances
will be re